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France's finances 

‘The pass is narrow, 
hut...there is a pass’ 

Hm FT Mwvfnr, Pag© 13 r 



E-mail 

Reliable and secure 
system needed soon 
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Guarded optimism 
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New challenge for US company offers to drop exclusivity clauses in supply contracts 

Guinness merger 
with GrandMet 



LVMH chairman Bernard Arnault stepped up 
his drive to may** Guinness and GrandMet 
recast their £2tim (pULOOm) merger by acquir- 
ing enough shares in GrandMet to call an. 
extraordinary meeting of shareholders. Mr 
Arnault suggested a three-way merger of 
the wines and spirits businesses of Guinness 
and GrandMet with the Meet Hennessy subsid- 
iary of LVMH. Page 15 

Malaysian PM attacks Georg* Soros 

Malaysian prime minis- 
ter Mahathir Mohamad 
deft), back in the coun- 
try after two months 
abroad, condemned a 
“certain powerful 
American financier" for 
politically motivated 
speculative attacks on 
F south-east Asian cur- 
rencies. His statement 
left little doubt that be 
was referring to George 
Soros. Malaysia's central bank paid heavily in 
its battle with speculators. It said its foreign 
exchange reserves fen . by 1Z£ per cent to 
MS8L9bn ($23L8hn) Grom M$70.7bn in the first 
half of July. Page 14 and Lex 

Gazprom tightens screw on Ukraine: 

Russian gas monopoly Gazprom cut supplies to 
Ukraine by 16 per cent In an attempt to force 
payment of overdue bills. The company has 
been in d ire straights since being forced to a pay 
a tax debt of $3bn. Page 3 

Andersen pats Briton in top posts 

International accountancy and professional ser- 
vices Arm Arthur Andersen is to appoint Jim 
Wadia. 49, head of its UK practice, as its first 
non-American worldwide managing partner. 
Page 15 

Russia may open markets: Russia is to put 
forward plans to open its markets to foreign 
competition, a big step forward in its bid to join 
the World Trade Organisation next year. 

Page 4 

Japan sot to snub IIS on Cambodia: 

Japan said it was likely to ignore Washington's 
hardline approach to the political turmoil in 
Cambodia and recognise the successor to ousted 
co-premier Prince Norodom Ranariddh. 

Page 7 

Ida refused tall funding: South Korean 
banks refused to meet the full funding 
requested by the Kia group, the country's third 
largest carmaker, after the company came close 
to banknzptcy. Page 16 

Tokyo plans oaw corruption penalties: 

Japan plans to Introduce new penalties for cor- 
porate corruption after a recent spate of scan- 
dals at companies including Nomura, Japan's 
» largest securtties-campany. Page 7 

Rolfl do xm to tap Asia post: Stanley Roth, 
a forme? deputy assistant secretary of defence, 
looks likely to get the US State Department’s 
top Job In Asia after he was well received by the 
Senate Foreign Relations Committee in the 
bearing cm hfs nomination. Page s 

OMaa’i growth at 9.8%: China reported 
economic growthof 9.5 par cent in the first half 
of this year after an exports surge drove the 
gross domestic product well ahead of the gov- 
ernment’s target Page 7 

Flood vfHaoo evacuated: A flood- 
threatened village in the Oder valley in Ger- 
many was evacuated while in Poland, troops 
aqjd volunteers struggled to repair dykes. Floods 
have killed at least 60 people in Poland and 48 in 
the Czech Republic, Page 2i Observer, Page 13 

Hong Kong*© legislature challenged: A 

court hearing in Hung Kong challenged the 
legitimacy of Hong Kong's provisional legisla- 
ture, The Beil ing-bac feed body replaced a demo- 
cratically elected legislature when China 
resumed sovereignty on July l. Page 7 

Now PM for Papua Now Guinea: Port 
Moresby governor Bill Skate was elected prime 
minister of Papua New Guinea, defeating former 
premier Sir Michael Soman? . Page 7 

Vaneuwla hit* phono operators: 

Venezuela’s two cellular telephone operators 
were banned from taking on customers until 
their service was improved. Page 6 

PT.com: the FT web site provides online news, 
comment and analysis at http:ftwwwJT.com 
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Boeing, Brussels near to deal 


By Emma Tucker In Brussels. 
Michael Skapinkar in London, 
and Bruce dark hi 
W ashington 

Hopes for a settlement of the 
dispute between the European 
Commission and Boeing rose 
sharply yesterday after {be US 
company offered to drop the 
exclusivity clauses In supply 
deals it has signed with three 
US airlines. 

Boeing's Last-minute conces- 
sion could pave the way for 
the European Commission to 
approve today the planned 
merger between Boeing and 
McDonnell Douglas and avert 
a transatlantic trade war. 


But the controversial deal 
still faces opposition from 
some inside the Brussels exec- 
utive which will be asked by 
Mr Karel Van Miert, the com- 
petition commissioner, to 
endorse the deal today. 

There were signs the two 
French commissioners, under 
pressure from the French gov- 
ernment and Airbus, will 
oppose the Boeing offer. 

The climate of negotiations 
was transformed yesterday 
when Boeing sent a fax to Mr 
Van Miert 

It came as political leaders 
cm both sides of the Atlantic 
sought frantically to prevent 
the Commission from outlaw- 


ing the merged company in 
Europe - a move which would 
have triggered quick retalia- 
tion from the US. 

President Bill Clinton said 
Boeing had offered a "good 
feith" resolution to the dead- 
lock. "Our main concern is 
that only the anti-trust consid- 
erations play a role in the posi- 
tion, and we do everything we 
can to avoid a more political 
decision which would lead to 
an unfortunate trade conflict 
between the US and Europe." 

Mr Klaus KinkeL Germany's 
foreign minister, said he had 
discussed the issue with Ms 
Madeleine Albright, the US 
secretary of state, by telephone 


on Monday. "We cannot in any 
case let a trade war happen 
just because the concerned 
parties have little notion of 
reality," he said. 

Mr Van Miert took the 
opportunity of a meeting of 
foreign ministers In Brussels 
to outline the content of the 
Boeing offer to the 15 EU gov- 
ernments. 

Mr Robin Cook, UK foreign 
secretary, said after the meet- 
ing that a deal was a “very 
real possibility". 

The offer by Boeing to scrap 
the exclusivity clauses of 20- 
year supply deals signed with 
American, Continental and 
Delta airlines, met the last of 


three critical competition con- 
cerns set out by Mr Van Miert 
during his five-month investi- 
gation of the $l4bn tie-up. 

He was worried that the con- 
tracts closed off too much of 
the market for too loug to rival 
aircraft manufacturer Airbus 
Industrie, the European con- 
sortium. He bad rejected Boe- 
ing’s earlier offer to cut the 
length of the deals to 13 years. 

Boeing's refusal to improve 
its concessions prompted a 
preliminary decision from Mr 


Continued on Page 14 
Bluff and blaster. Page 4 
Editorial Comment, Page 13 
Lex, Page 14 


EU row over 
paying for 
enlargement 


By Lionel Barber I n Brussels 

European Union foreign 
ministers disagreed openly 
with each other yesterday over 
bow to pay for the EU's 
enlargement into central and 
eastern Europe and how many 
countries to admit in the next 
wave. 

Mr Robin Cook. UK foreign 
secretary, warned his 14 fellow 
foreign ministers that enlarge- 
ment could not be done on the 
cheap. 

He said that “serious" 
reforms of the Common Agri- 
cultural Policy and. regio-ial 
aid budget would be needed, 
assuming that EU govern- 
ments followed the European 
Commission's plans for no real 
Increase In BU spending 
between 2000 and 2006. 

But Mr Abel Matutes, Span- 
ish foreign minister, said 
enlargement could proceed 
only if EU governments 
respected the rights and obli- 
gations of the present 15 mem- 
bers which include the CAP, 

Mr Theodoras Pangalos, 
Greek foreign minister, said 
that, with the exception of 
Cyprus, the applicants had 
very little experience of 
democracy, and even less expe- 
rience of a market economy". 

Last week, the European 
Commission unveiled a 1300- 


page blueprint on enlargement 
which proposed maintaining 
the present ceiling on EU 
spending at L27 per cent of EU 
gross domestic product. 

Most EU governments pay 


lip-service to this figure. But 
divisions over the costs of 
enlargement surfaced at the 
Brussels meeting, notably 
between Germany, the biggest 
net contributor, and Spain, the 
champion of the net recipients. 

Mr Klaus Kinkel, German 
foreign minister, served notice 
that the Bonn government 
would demand a cut In Ger- 
many’s payments to the next 
EU budget “The future bur- 
den-sharing (in the EU) must 
be fairer,” be said. 

The German finance minis- 
try has waked out a plan in 
which member states' net con- 
tributions would be capped at 
certain percentages of GDP, 
which would reflect different 
levels of nqtfrmal wealth and 
the cost of German unification. 

Mr Cook, keen to avoid a 
squabble over money, insisted 
that EU expansion eastwards 
would boost trade and increase 
security and political stability. 
“It is not simply an act of 
altruism, it serves very much 
our own interests.” 

Last week, the Commission 
proposed opening accession 
negotiations to the Czech 
Republic, Hungary. Poland, 
Estonia, Slovenia and Cyprus. 
Those deemed not ready were 
Bulgaria, Latvia, Lithuania, 
Romania, a nd Slovakia. 

Most countries, notably 
France. Germany and the UK, 
backed the proposal But oth- 
ers. such as Denmark and 
Italy, thought negotiations 
should be opened with all the 
applicant countries. 


New Middle East peace hopes 



BAT in 

$1.71bn 

Mexican 

cigarette 

venture 


By Ross Tie man In London 
and Leslie Crawford 

in Mexico City 

BAT Industries of the UK, one 
of the world's largest tobacco 
groups, is baying back control 
of Cigarrera La Moderns. 
Mexico's biggest cigarette 
maker, for 

BAT had gradually sold its 
bolding in Cigarrera in t be 
1970s and 1980s under pres- 
sure from laws hostile to for- 
eign investment, and finally 
divested its remaining 45 per 
cent holding to Empresas La 
Moderns, a holding company 
controlled by Mr Alfonso 
Romo, in 1989 for just S80m. 
In a deal signed yesterday. 
BAT agreed to pay ELM 
S1.71bn for 50 per cent of the 
cigarette business and an 
option to cancel the remaining 
shares at no additional cost. 

The re-purchase conies three 
and a half years after Mexico 
signed the North American 
Free Trade Agreement, giving 
foreigners equal treatment 
with Mexican investors in 
most sectors of the economy. 

BATs purchase of Cigarrera 
will be the largest foreign 
investment in Mexico. Earlier 
this month the US tobacco 
group Philip Morris paid 
$400xn to lift its stake in 
CLM's chief rival, Cfgatam, 
from 29 per cent to 50 per 
cent. 

CLM claims 53 per cent of 
the Mexican cigarette market, 
which with annual consump- 
tion of 47bn cigarettes ranks 
15th by size in the world. 
Cigatam has an estimated 45 
per cent 

The purchase will add 
around five percentage paints 
to operating profits from the 
BAT tobacco business world- 
wide, which last year totalled 
£1.6bn, some 65 per cent of the 
group total. The company said 
the acquisition would be 
earnings-neutral in its first 
full year, 1998. 

The deal appears to reduce 
the likelihood of an early 
demerger of BAT’S financial 
services businesses, headed by 
Farmers in the US and Eagle 


Continued on Page 14 
Lex, Page 14 


Palestinian leader Tassir 
Arafat (left) and Israeli 
foreign minister David Levy, 
at their meeting yesterday in 
Brussels. They said they had 
agreed to relaunch peace 
talks. Report, Page 14; 
Editorial Comment, Page 13 


US Federal Reserve chief 
warns over interest rates 


By Gerard Baker in 
Washington 

Mr Alan Greenspan, chairman 
of the US Federal Reserve, 
sounded another strong warn- 
ing yesterday that the current 
benign combination of robust 
growth and low inflation In 
the ITS economy was likely to 
prove temporary. He said the 
Fed stood ready to raise Inter- 
est rates at the first sign of 
accelerating prices. 

Presenting hi s semi-annual 
Humphrey-Hawkins report to 
the US congress on the state of 
the economy, Mr Greenspan 
said recent performance had 
been ’•exceptional". The cur- 
rent expansion was the third 
longest since 1945; yet, to con- 
trast to the typical business 
cycle, measured inflation was 
now lower than when the 
expansion began. 

But the Fed’s policymakers 
had been “puzzled" by the sub- 
dued nature of inflation in 
spite of an unemployment rate 
currently near a 25-year low. 



Greenspan: ready to act 


he said. "With considerable 
momentum behind the expan- 
sion and labour market utilisa- 
tion rales unusually high, the 
Federal Reserve must be alert 
to the possibility that addi- 
tional action might be called 
for to forestall excessive credit 
creation." 

Financial markets reacted 
positively to Mr Greenspan’s 
prepared remarks, relieved 

that they did not contain any 
explicit reference to concerns 


CONTENTS 


about stock prices. Shortly 
after he began speaking, the 
Dow Jones Industrial Average 
jumped 85 points to 8051 
His presentation included 
the Fed's latest economic fore- 
casts for this year and next. It 
forecast overall growth this 
year to be 3-3.25 per cent, up 
bom last year’s 2.4 per cent 
But the rate of consumer price 
in fla t-inn is now expected to be 
slower than expected. The con- 
sumer price index was forecast 
to rise 245-2.5 per cent this 
year, compared with a projec- 
tion of 2.75-3 per cent 
In March the Fed raised 
short-term interest rates by 
0.25 points, the first rise for 
two years, as output surged In 
the first quarter at an annual 
rate of 5.B per cent. The 
growth rate slowed to about 
2.5 per cent in the second quar- 
ter. reducing inflationary pres- 
sures. but Mr Greenspan said 
this could be reversed in the 
current quarter. 


Lex, Page 14 
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NEWS: EUROPE 



First evacuation in Germany ordered as floods wreak havoc across Europe | European news digest 


EU drafts new 
workers’ rights 



■ T«<KV* " 

Helmut Kohl (left) crosses a flooded street in Frankfort an der Oder while a soldier (right) works to protect the village of Batzdorf against the rising waters of the River Oder ap and fvm 

Fight against time to put up defences 


By Peter Norman in Bonn 

German authorities yesterday 
ordered the first evacuation of a 
flood -threatened village in the 
Oder valley, while on Poland's side 
of the border troops and volun- 
teers fought against time to repair 
dykes and prevent further damage 
to the city of Wroclaw. 

In the Czech Republic, where the 
Morava river has burst its banks 


and caused havoc in more than 500 
towns and villages, flood alerts 
remained in force but meteorolo- 
gists said better weather was in 
store and water levels were fall- 
ing. The floods in central Europe, 
one of the continent’s worst natu- 
ral disasters of this century, have 
killed at least 60 people in Poland 
and 48 In the Czech Republic since 
the summer downpours started in 
early July. 


The 130 inhabitants of Aurith, a 
German village lying a few kilo- 
metres north of the confluence of 
the Oder and Neisse rivers, were 
helped to safer ground as rising 
waters threatened to breach the 
embankments protecting low land 
next to the river. At the nearby 
border city of Frankfurt an der 
Oder, Chancellor Helmut Kohl 
talked to volunteers and army per- 
sonnel who have been working to 


strengthen flood defences. He was 
told that the river was twice its 
normal width and only a few centi- 
metres below its ail-time high, 
recorded in 1930. At Raizdorf, 
where the Oder and Neisse meet, 
officials prepared for a record 
flood after more rains in south- 
eastern Germany and Poland. Fur- 
ther north, farmers began moving 
livestock from the Oderbrnch 
region to higher ground. 


About 3,500 Bnndeswehr sol- 
diers have been drafted tnto flood- 
threatened areas. According to one 
estimate, about 1,5m sandbags 
have been used to strengthen the 
banks on the German side of the 
Oder and Neisse rivers, which 
mark the German-Polish border. 
However, some dykes are about 
400 years old and may be vulnera- 
ble. “No-one can say for store what 
will happen." said Mr Kohl. 


Poland offered loans to ease strain 


By Christopher Bobinski in 
Warsaw aid Anatnl Lieven 
in London 

Poland has been offered 
emergency reconstruction 
loans worth $300m each by 
the World Bank and the 
European Investment bank 
to cope with this month's 
floods. 

Experts say the disaster 
looks set to inflict 3.4bn zlo- 
tys f$lbnj in damage to the 
economy. 

In the Czech Republic, 
where floods have affected 
one-third of the country, the 
ministry of trade and indus- 
try estimated on Monday 
that the total cost to indus- 
try and the retail sector 
would be as much as Kc25bn. 
($729m). 

Another 10,000 people were 
evacuated yesterday from 
the area around the River 
Elbe, and a state of emer- 
gency remained in force in 
the country’s third biggest 
city, Ostrava. 

Czech infrastructure and 
communications have suf- 
fered at least K?5.5bn in 
damage. Fifteen bridges and 
946km of railway track have 
been destroyed. 

Professor Jan Svejnar, of 
the Cerge-EI economic insti- 


The total cost of flood damage in the Czech 
Republic and Poland was yesterday put at 
more than DMl^bn ($830m) by Munich Re, 
the world's biggest reinsurer, writes 
Christopher Adams. But industry experts 
say many homeowners may not be insured, 
since cover for flood damage is not included 
automatically in policies sold in these 
countries. 

Munich Re said it expected to Incur 
claims of between DM60m and DM80m - 
not an exceptional sum for a company 
which earned premium income of DM32 bn 
last year. 

While the floods had affected areas of 
eastern Germany, dykes designed to protect 
the countryside and towns against the 


rising waters appeared to be holding out. 

As in the Czech Republic and Poland, 
protection against flood damage is not 
normally included in a policy unless 
requested. Swiss Re. the Zurich-based 
reinsurance group, was unable to quantify 
the claims it faced, bni did not expect 
major losses. 

Mr Wlodzimierz Cimoszewicz, Poland's 
prime minister, yesterday apologised to 
flood victims for saying that the 
government would not compensate them for 
damage and that they should have taken 
out insurance. 

Insured losses in the Czech Republic were 
estimated by Munich Re at DM1.3bn and 
more than DM300m in Poland. 


tute in Prague, said that he 
believed total losses to the 
economy could go as high as 
KcflOObn. 

It has been impossible to 
make an accurate estimate 
of the damage to agriculture, 
because most of the land 
affected is- still under water, 
but the state veterinary ser- 
vice said last week that 
135,284 animals had been 
reported drowned. 

The Czech government has 
so far allocated a total of 
Kcllbn to deal with the 
disaster, including KS1.2bn 
for immediate repairs to 
communications, scheduled 
to be completed by the end 


of August 

Parliament has given its 
authorisation for KCSbn to 
be drawn from the- funds of 
the National Property Fond. 
Another K65bn are to be 
raised by an issue of five- 
year domestic bonds, to yield 
12.5 per cent in the first 
year, and thereafter 2.5 
points above the inflation 
rate. 

The Czech finance minis- 
try has said that the addi- 
tional spending required will 
make it impossible to 
achieve the previous goal of 
balancing the budget this 
year. Officials expect the def- 
icit to be at least KfclObn. 


Mr Marek Belka, Poland's 
finance minister, said yester- 
day that talks on the World 
Bank and EU loans were 
continuing, but that the for- 
eign currency borrowing 
budget limit meant that 
Poland could draw on no 
more than 8350m this year. 

If agreement were reached 
on taking the loans, he said, 
they would also be used to 
finance reconstruction next 
year. 

An estimated 45,000 Polish 
homes have suffered severe 
damage, and water covered 
550.000 hectares at its peak. 
The flooding is expected to 
cut Poland's annual 24m 


tonne grain harvest by 
600.000 tonnes. 

As the flood wave on the 
Oder river approacbed the 
Baltic port of Szczecin yes- 
terday, 230.000 hectares of 
Polish land remained under 
water. About 65,000 of the 
143,300 people evacuated at 
the height of the flooding 
have yet to return home. 
Out of 1,172 towns and vil- 
lages which were originally 
flooded, 326 remain 
swamped. 

The Polish government's 
preliminary reconstruction 
plan, adopted yesterday, 
envisaged spending of 
around lbn zlotys this year 
on immediate infrastructural 
repairs, as it expects to 
maintain its planned 2-8 per 
cent of gross domestic bud- 
get deficit. 

Next year’s budget should 
see 1.9bn zlotys spent on 
rebuilding roads, bridges 
and damaged buildings. The 
funds are to be switched 
from existing projects. 

However. Mr Belka main- 
tained that next year’s 
planned budget deficit of 1J9 
per cent of GDP, estimated 
before the floods hit Poland 
at the beginning of July, 
would be maintained. 
Observer, Page 13 


The European Commission will today propose new laws 
guaranteeing part-time workers across the European 
Union equal rights with their full-time ccMeagur* 8 - 

The 20 commissioners are expected to back a draft 
directive which would enshrine in law an agreement 
reached last month after a year of talks between trade 
unions and public and private employers' groups under 
the ElTs so-called social dialogue. w ^ . 

The new law wonld be based on the Maastricht Treaty^ 
social ffrgpfpr - only the fourth piece of legislation 
introduced under the controversial chapter - and would 
apply to the UK, following the Labour government s 

decision to end Britain’s opt-out 

The draft law says workers should be able to choose 
freely between full-time and part-time work, without any 
loss of rights and benefits, such as pensions and dismissal 
rights if they choose the latter. It would allow EU member 
states to introduce penalties against companies which did 
not respect the law. , , _ . 

The legislation is likely to go before EU social affairs 
ministers in October. But, since it is based cm an 
agreement already reached between the social partners. 
Uie Commission says it will withdraw the proposal if 
ministers try to amend it. ASstf Buckley, Brussels 

■ RUSSIAN SCANDAL 

Bank shake-up demanded 

Russia's central bank has demanded the replacement of 
several top directors at Unikombank and restricted its 
operations in the government securities market after it 
became implicated in a growing financial sca n da L 

Last week, Mr Sergei Dubinin, the central bank 
governor, accused Unikombank of illegally diverting slate 
funds and ordered farther investigations into its 
activities. Unikombank has denied any wrongdoing and 
says it has yet to take any decisions about personnel 
changes- 

The scandal has embroiled some of the country's most 
prominent business leaders. The central bank 
investigation appears to be the most serious attempt yet 
to uproot banking malpractices. Russian police confirmed 
yesterday that a a shot had been fired Mr Dubinin’s 
apa rtme nt although no-one was injured. It was the second 
such attack in 18 months. John Thomhili, Moscow 

■ CHERNOBYL PLANT 


Blame put 
on global 

Warming I k ast reac t or Shut for repair 


By Vanessa Houlder 

The heavy rainfall in Poland 
and the Czech Republic Is 
consistent with the likely 
impact of global wanning, 
according to the UK Meteo- 
rological Office. 

“We would expect to see 
some sort of increase in rain- 
fall in that area as a result of 
global warming," said Mr 
Geoff Jenkins, a meteorolo- 
gist at the Hadley Centre for 
climate modelling at the 
UK's Meteorological Office at 
Bracknell, Berkshire. 

The Czech and Polish, 
floods are the result of two 
unusually heavy periods of 
rain this month. In the first 
bout, which started on July 
4. more rain fell in five days 
than some parts of western 
Europe would expect in a 
year. 

The heavy rainfall 
resulted from a virtually sta- 
tionary area of low pressure, 
which produced nearly con- 
tinuous rain. In addition, the 
area suffered heavy down- 
pours from thunderstorms 
caused by the heat of the 
ground pushing air upwards. 


Eastern Ukraine turns its back on Russia 


J ust a couple of years 
ago. it was feared that 
Europe's next trouble 
spot would be eastern 
Ukraine. The region's Rus- 
sian-speaking majority 
would seek to rejoin Russia, 
some in the west predicted, 
potentially provoking the 
continent's bloodiest conflict 
since the second world 
war. 

Yet today, nearly six years 
after Ukraine declared inde- 
pendence. all seems quiet on 
the eastern front. 

There is no powerful, pro- 
Russian separatist move- 
ment and. far from being 
excluded from mainstream 
politics, eastern Ukrainian 
leaders run the show in 
Kiev. 

Just 10 years ago. to speak 
a few words of Ukrainian In 

FINANCIAL TIMES 
Published b> The Fitundjl Times I Europe) 
GmbH. Nibdunpeuplm 5. 60318 F rani- 
furl am Main. Germans. Telephone *+49 
tfl I5fi SS). Far ++44 o9 4481 Rcpre- 
senicd m Frankfurt b> J. Waller Brand. 
aUhebn 1. Bruud. Cohn A Kenrard as 
GaKtwfufiJhiET and m London by Daiid 
CM. BdL Chairman and Alan c! Miller. 
Deputy CbJimun. The aturduiMer of the 
Financial Tunes ( Europe l GmbH is Ptar- 
wn Overseas Holdings Limned. 3 Burling- 
ton Gardens. London, WIX !LE. i 
Shareholder of this company is Pearson 
pic. rcgwriwJ ai the same address | 

GERMANY: i 

Respooabk for Advertising omiem: Cota 
A kermard Primer. Huniyet Inieraauoaal 
Verlntpgeselischaft mbhL Admiral Rosen- 
dahl- Sussk 3a. 63263 Ncu isenbuig ISSN 
0174 7363. Responsible Editor Richard 
Lara ben. do The Fin a nc ia l Times Limited 
Number One Soinhwarfc Bridge. London I 
SEI 9HL 
FRANCE: 

Publishing Oinxior. P. Maraviglia. 42 Rue I 
La Boeiie. 7 SWk PARIS. Ttlepboae (01) 
5376 3254. Fas id 1 1 5376 8253. Primer 
S.A. Nord Eclair. 15/21 Rue dc Cain. 
F-59HJ0 Roubaiv Cedes 1. Editor Richard 
Lambert. ISSN 1148-2753. Commission 
Pari lane No 678MD, 

SWEDEN; 

Responsible Publisher. Hugh Giroegy 46! 
618 6088. Primer AB KraJlstidnjD&efl 
Esprewwn. PO Bos 6007, S-550 06. 
Jowropmg, 

V‘ Tbe Financial Timei Limited IV9". 
Editor. Richard Lambert, do Tbe Financial 
Tunes Limited. Number One South »aric 
Bridge, London SEI 4HL. 

R 


the east was a mark of 
“bourgeois nationalism" that 
earned instant hostility. 
Now. although Russian is 
still heard most in the 
streets of Ukraine's eastern 
cities. Ukr ainian is the lan- 
guage of street signs, official 
documents and university 
admission exams. 

One reason for this trans- 
formation is that the eastern 
Ukrainian political and busi- 
ness establishment has been 
thoroughly converted to the 
Ukrainian cause. 

Even in Luhansk, a coal- 
mining and industrial region 
on the Russian border, 
elected officials are in favour 
of staying in Ukraine. 

"The press used to con- 
stantly say that eastern 
Ukraine was on the verge of 
a separatist revolt,” says Mr 
Hennadi Fomenko, governor 
of Luhansk province. “It 
didn’t happen then and it 
won't happen now." 

A former director of a 
Soviet armaments factory 
who speaks only halting 
Ukrainian, Mr Fomenko 
insists: "The east is an inte- 


gral part of Ukraine. Besides, 
we know how our neigh- 
bours are doing in Russia, 
and they live no better than 
we do.” 

Eastern Ukrainian politi- 
cians, who dominate the cen- 
tra] government in Kiev, 
have sound personal reasons 
to oppose union with Russia, 
a step that would relegate 
them to the status of minor 
backwater bosses. Even 
without this careerist 
Inducement, many business- 
men of eastern Ukraine seem 
to have shifted loyalties to 
the west. 

“I am Russian, 1 was bom 
and educated in Russia, and 
when the Soviet Union first 
fell apart it was very painful 
for me." says Mr fhor 
Sedykh, a former engineer at 
a munitions plant who is 
now a private entrepreneur. 
“But today our country has 
been formed, and there are 
good reasons for this. I don't 
think it would be good for it 
to come apart" 

For ethnic Russians like 
Mr Sedykh, the shock of 
abruptly becoming citizens 


of independent Ukraine has 
been softened by Kiev's light 
band on the introduction of 
the Ukrainian language. 

"Here in the east, no one 
forces you to speak Ukrai- 
nian," says Mr Oleksiy Dani- 
lov, mayor of Luhansk. 

Indeed, Mr Danilov, who, 
like many Ukrainians, is 
bilingual but tends to speak 
Russian at work, thinks it is 
Ukrainian rather than Rus- 
sian which is endangered in 
Luhansk. He complains that 
many government agencies 
correspond only in Russian 
and admits, with some 
embarrassment, that fewer 
than 20 per cent of local 
schools are Ukrainian. 

But in Kiev some officials 
worry that even this gentle 
introduction of Ukrainian 
into the east may be too 
harsh for the sensitivities of 
eastern Ukrainian voters. 
Concerned that neo-Soviet 
communists may make 
inroads into the east in par- 
liamentary elections next 
year, President Leonid 
Kuchma is considering giv- 
ing the Russian language 


greater official status in the 
east 

“For the sake of official 
unity, the president might 
have to make some changes 
in language policies," says 
Mr Yevhen Kusbnarov, the 
president's chief of staff. 

The former mayor of Khar- 
kiv, eastern Ukraine's larg- 
est city, Mr Kushnarov 
argues: “We cannot Ml to 
take account of the fact that 
a large group of people, pro- 
fessional, democratically ori- 
ented people, consider them- 
selves to be somehow 
superfluous to the nation 
just because they are unable 
to function professionally in 
Ukrainian." 

Finding a balance between 
forging a Ukrainian nation 
out of a land divided among 
dozens of conquerors over 
the past millennium, and 
respecting the preferences of 
eastern Ukraine, will remain 
a challenge for Kiev for 
decades. 

But the trends in eastern 
Ukraine are encouraging. 
Nostalgia for the Soviet 
Union seems to be dispers- 


ing. Preoccupation with the 
past has given way to 
thoughts of the future, and 
politics and language have 
taken second place to eco- 
nomic concerns. 

This was illustrated by a 
recent exchange on a late 
night flight from Moscow to 
Luhansk. 

The surly crew forced pas- 
sengers to wait on the tar- 
mac in their stuffy, smelly 
aircraft for an hour after 
landing. When weary travel- 
lers began to protest, the 
Russian pilot shouted them 
down, saying they had voted 
for independence and should 
not now complain about 
delays at the bonier. 

But in a sign that even in 
remote Luhansk consumers 
are learning about their mar- 
ket rights, the passengers 
were unappeased. “Indepen- 
dence has nothing to do with 
it," one man yelled back. 
“We paid good money for 
our tickets and we expect to 
be treated like people, not 
like dogs.” 

Chrystia Freeland 


The last operational reactor at the Chernobyl nuclear 
plant has shut down and may stay Idle for months, 
officials said yesterday. Reactor 3 closed on Monday for 
annual repairs and is supposed to resume production in 
70 days, but plant officials said they needed much more 
time because they only had a quarter of the necessary 
spare parts and equipment - mostly Russian-made. 

Chernobyl's fourth reactor exploded in April 19S6 
spreading radiation across Europe in the world's worst 
nuclear accident. 

Western countries promised $3bn in aid in return for 
full closure of Chernobyl but actual funding has been 
slow in coming. Ukraine has retaliated by threatening to 
keep operating the plant, but the shutdown of Reactor 3 
leaves it without much bargaining power. 

Number 3 has been the only reactor still working since 
November, when the first reactor was taken off-line. The 
second reactor has been shut since a fire in 1992, officials 
say they may switch it back on because they need the 
power. Sander Thoettes, London 

■ FOOTBALL TRANSFER 

Fifa clears Ronaldo move 

Fifa, football’s world governing body, yesterday 
authorised the transfer of the Brazilian star Ronaldo, the 
world's most expensive player, from Barcelona of Spain to 
Inter Milan of Italy. 

However, it ordered the two clubs to reach an 
agreement on the transfer fee Inter has to pay Barcelona. 
After spending $27m last month buying out Ronaldo's 
eight-year contract with the Spanish club. Inter had 
argued that it did not have to pay an additional transfer 
fee for a player who was a free agent. 

But Fifa decreed that Inter should compensate 
Barcelona further for the loss of its biggest star. The 
Spanish club is believed to have asked for another $i3m 
from Inter, which has already agreed to pay Ronaldo a 
$14m si gning fee and a salary of $3m a year. 

Tbe European Commission has warned Fifa that any 
attempt to block the transfer would break European 
Union competition laws. Patrick Harverson. London 

■ ROME WAR CRIMES TRIAL 

Priebke found guilty 

Former Nazi SS Captain Erich Priebke was convicted bv a 
Rome military tribunal yesterday of taking part in the 
wartime massacre of 335 civilians. He was sentenced to 15 
years in prison, but this was reduced to five years under a 
long-standing amnesty. 

Priebke’s co-defendant, former SS Major Karl Hass, was 
also found guilty. He was given a suspended sentence of 
10 years and eight months and allowed to go free. The 
prosecution had sought a life term for the 83-year -old 
Priebke and 24 years for Hass. 

Last August another military tribunal convicted 
Priebke of taking part in the massacre, but cleared him or 
the aggravating factors necessary to override Italy's 
30-year statute of limitations on murder. A new trial was 
then ordered on the grounds that the first panel of judas 
was biased in his favour. ^ 

ECONOMIC WATCH 

Dutch GDP rises by 3.3% 


Netberfamfs 

GOP growth, ... 


Dutch gross domestic 
product rose by 3J3 per cent 
last year, almost twice the 

D. . v . ■ 


Swiss banks list lost account-holders 


By Robert Wright 

The Swiss Bankers’ Association 
today takes the unprecedented step 
of publishing names of holders of 
dormant second world war accounts 
in an effort to defuse controversy 
over their handling of money depos- 
ited by Jews who later died in the 
Holocaust 

A list of about 1,500 names, along 
with names of those holding power 
of attorney over accounts, appears in 
today’s editions of 28 newspapers in 
Europe, the US, Canada. Argentina, 
Israel, South Africa and Australia, 
including the Financial Times. The 
list will also be published on the 
internet 


Mr Greville Janner, the chairman 
of the UK's Holocaust Education 
Trust, said the decision to publish 
the names was welcome, but too 
late. 

He said; "I have called for these 
names to be published for years. At 
last the Swiss are helping Holocaust 
survivors and victims of the Nazis 
and their families to recover money 
placed in Switzerland for safe keep- 
ing." 

Privately, some Jewish groups 
speculated that the decision to pub- 
lish now might be related to the 
launching, in October of last year, of 
a $30bn f£ll.9bni class action in the 
US courts against all Swiss banks on 
behalf of all victims and survivors of 


the Nazis who deposited money and 
property with them, during the sec- 
ond world war. Both Union Bank of 
Switzerland and Swiss Bank Corpo- 
ration have said they will challenge 
the charges in court 
Earlier this month, the Swiss 
banking ombudsman announced the 
discovery of owners for a further 
SFrl7tn ($11. 5m) in long-dormant 
accounts, a dramatic increase on the 
mere SFri.fim which bad previously 
been traced back to its owners. The 
publication of the list is part of a 
process which has seen Swiss banks' 
famously secret records opened to a 
commission headed by Mr Paul 
Volcker, former chairman of the US 
federal reserve. 


The banks list any account opened 
before 1945 by a non-Swiss citizen, 
and whose owner had not been 
heard from in more than 10 years. In 
October, a list of dormant accounts 
opened by Swiss citizens in the same 
time period will be published. Some 
Swiss citizens may have opened 
accounts on behalf of Jews. 

Further details of how much is in 
the accounts and of the reasons for 
the SBA's actions will be made pub- 
lic today at a press conference in 
Zurich. 

Local offices of the accountants 
Ernst & Young will deal with claims 
from members of the public who 
believe they have claims over listed 
accounts. 
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NEWS: EUROPE 


Lithuanians 
demand place 


in 



sun 


Baltic state reckons it deserves 
to be a member of the EU 


L ithuania has experi- 
enced both “happi- 
ness and tragedy" on 
its switchback ride towards 
a market economy, lurching 
from an export boom to a 
banking bust, says Mr Vin- 
cas Babilius. its economics 
minister. 

But he sees steadier prog- 
ress in prospect as Lithua- 
nia's centre-right govern- 
ment. formed after last 
October's election, doggedly 
pursues its ambition of Join- 
ing the European Union. 

With economic growth 
forecast to reach 4 per cent 
this year, and as inflation 
and unemployment rates 
continue to fan, the biggest 
of the three forma: Soviet 
Baltic states ranks among 
Europe's better performing 
transition economies. 

Lithuanian officials plan a 
fierce campaign to persuade 
EU leaders that their nation 
has moved far enough to be 
included in accession talks 
next year - contrary to the 
recent recommendation of 
the European Commission. 

“We will do everything 
possible to change the con- 
clusion of the Commission, " 
vows Mr Gediminas Vagnor- 
ius, tile prime minister, who 
accuses Brussels of using 
“obsolete" data. The fear of 
Lithuanian officials is that a 
delay in starting accession 
talks will damage investor 
confidence and encourage a 
reassertion of Russian influ- 
ence in the region. 

Mr Babilius recalls how 
Lithuania began its eco- 
nomic transformation in the 
early 1990s when quick-wit- 
ted entrepreneurs helped 
their former Communist 
party masters in Moscow to 
sell their assets abroad. But 
this transit trade sucked in 
hot Russian money, pump- 
ing up the banking sector to 
unsustainable levels. The 
subsequent collapse at sev- 
eral of Lithuania's biggest 
banks required a complex 
financial salvage operation 
which seriously hampered 
economic recovery. 

In recent .months, the gov-, 
eminent has pushed the 
reform agenda hard and 
forged ahead with a privati- 
sation programme. Sixty 
eight per cent of gross 
domestic product is now pro- 
duced in the private sector. 

A further 14 state enter- 
prises. including the 
national telecommunica- 
tions. airline and shipping 
companies, are slated for 
sale this year. 

Lithuania has also liberal- 
ised its trade and investment 
regimes and quickly reo- 
riented its economy towards 
western Europe. The propor- 
tion of total trade conducted 
with EU countries has risen 
from 2 pa- cent in 1991 to 37 


per cent last year. The total 
stock of foreign direct 
investment rose last year by 
63 per cent to a total of 
J571HL 

The overall improvements 
in Lithuania's economy are 
reflected by Standard & 
Poor's, which last month 
upgraded the country to an 
investment grade rating of 
BBB minus. 

“Lithuania's economy did 
surprisingly wen in 1996 
given that the money supply 
has shrunk since the bank- 
ing crisis at the end of 1995," 
says one western economist 
"Bat industrial output is 
still a nd the hanVfng 

sector remains weak." 

The European Commission 
argues that Lithuania still 
feces several big obstacles, 
including the need to over- 
haul its public finances and 
restructure its large agricul- 
tural sector. But, arguably 
the most important chal- 
lenge will be reforming its 
currency board while main , 
taining a credible monetary 
regime. 

Lithuania cemented in 
place a strong anti-inflation- 
ary monetary framework in 
April 1994 by introducing 
currency board and pegging 
the litas to the US dollar at a 
rate of 4:1. That regime has 
produced a sharp drop in the 
annual inflation rate - to 
13.1 per cent last year - but 
has also complicated life for 
Lithuania's exporters, given 
the volatility of the US dol- 
lar against the D-Mark. 


M: 


Gi tanas Nauseda, 
director of the pol- 
icy department of 
the Bank of Lithuania, says 
the country will now unwind 
the currency board, intro- 
duce a more flexible mone- 
tary instrument and move in 
stages towards a fixed 
exchange rate with the ElTs 
planned euro - assuming 
monetary union goes ahead. 

However, Mr Steve Hanke. 
an economics professor at 
Johns Hopkins University 
who advised Lithuania on 
the creation of its currency 
board, warns such a transi- 
tion could prove a big mis- 
take leading to the politicisa- 
tion of monetary policy and 
destabilising the economy, 
“The Lithuanian currency 
board has performed 
extremely well - even dur- 
ing the h anking crisis - 
because it has imposed disci- 
pline on the fiscal authori- 
ties by handcuffing the mon- 
etary authorities." Mr Hanke 
says. “You only have to look 
at south-east Asia right now 
to see the dangers of pegged 
and adjustable exchange 
rate systems." 

John Thornhill 


Bugging report 
fuels media 
row in Spain 


By Tom Bums in Madrid 

A running battle between 
Spam’s centre-right govern- 
ment and Prisa, the domi- 
nant domestic media group, 
took a controversial turn 
yesterday when El Pals, the 
group's flagship newspaper, 
reported that a bugging 
device had been discovered 
in the office of Mr Jesfrs de 
Polanco, Prisa's chairman. 

■This is the last straw,” 
said Mr Alfredo Rubalcaba, a' 
minister is the former 
Socialist government. "A 
war is being waged against 
prisa on land, sea and air.” 

There is little love lost 
between the governing Popu- 
lar party and the Prisa 
group- which broadly backs 
the Socialist opposition. The 
two sides have crossed 
swords over a digital televi- 
sion service launched by 
Sogecable, the pay-TV unit 
of Mr Polanco's media 
empire. 

A Madrid judge has laid 
charges against Mr Polanco • 
in connection with alleged 
business malpractice by 
Sogecable. and the European 
Commission has warned the 
joverament that by seeking 
to restrict the stort-up Of 
5oge cable's digital services, 
it is restricting the free 
movement of goods and ser- 
vices within the EU. 

The discovery of what El 
»ais reported to be a sophis- 
icated microphone Inside 
dr Polanco's office tele- 
jhooe is certain to worsen a 


confrontation that is proving 
increasingly embarrassing 
for Mr Josfi Maria Aznar, the 
prime minister. Prisa Harm-* 
the law suit against Sogeca- 
ble has been engineered by 
the government in a blatant 
attack on press freedoms. 

The government said It 
would Investigate the bug- 
ging, which El Pals said 
could only have been carried 
out by “professionals”. 
Phone taps are a highly emo- 
tive ' - subject in Spain. 
Reports two years ago that 
several prominent public fig- 
ures, including King Joan 
Carlos, had been bugged led 
to the resignation of the dep- 
uty prime minister in the 
Socialist government and of 
the head of Spain’s intelli- 
gence sendee. 

The launch of Sogecable's 
Canal Satellite Digital, 
which is backed by Canal 
Plus of France, has been 
.opposed by the government 
at every regulatory turn. 
Officials have ruled against 
the decoders it has put on 
the market to receive the 
new TV service and the Pop- 
ular party has Introduced a 
“football law" that dilutes, 
exclusive rights signed by 
Sogecable with top clubs. 

The obstacles contrast 
with the Popular party’s 
enthusiastic support for a 
rival. Via Digital, which is 
due to start after the sum- 
mer. This is principally 
backed by the heavily subsi- 
dised and government con- 
trolled state broadcaster. 
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New government bows to military demands on secular education 


Ankara stamps on Islamist schools 


By John Barham in Ankara 

Turkey's new secularist 
government announced an 
education policy yesterday 
designed to stamp out grow- 
ing Islamist influence in 
schools, complying with a 
key military demand after 
only three weeks in power. 

The government decided 
after an aB-night cabinet ses- 
sion to extend compulsory, 
secularist education to eight 
years. Islamic schools, which 
have grown in popularity, 
will enrol no new children 
when the school year begins 
in September. 

Mr ffikmet Ulugbay, edu- 
cation minister, said: "This 


law is an important step 
towards at taining the mod- 
ern society [Kemal] Atattlrk 
[the founder of modern Tur- 
key] wanted." But Mr Nec- 
mettln Erbakan, formerly 
Turkey's first Islamist prime 
minister, demanded a refer- 
endum on the changes 
which, he said, would drag 
Turkey back "50 years to fas- 
cist. secularist times” 

His Welfare party claims 
the government will be 
unable to muster a majority 
in parliament for the legisla- 
tion, even though it comfort- 
ably won a vote of confi- 
dence 10 days ago. 

The army, which considers 
itself the guardian of the sec- 


ular state founded by Ata- 
tttrk ?4 years ago, forced Mr 
Erbakan out of office last 
month. In February, the gen- 
erals demanded immediate 
introduction of eight-year, 
compulsory education to cur- 
tail the growth in religious 
schools, which they claimed 
threatened the country's sta- 
bility. 

Some commentators, while 
supporting the government's 
anti-Is lamis t offensive, fear 
it is overreacting. Secularist 
prosecutors are trying to 
close Welfare and ban its 
MPs and leaders from public 
life. International human 
rights organisations have 
criticised the move. 


The government has tried 
to ease criticism, of Turkey's 
human rights record by pro- 
posing to free 124 journal- 
ists. publishers and writers 
jailed for infringing the 
country's ’s strict security 
laws. Their jail terms are to 
be converted into three-year 
suspended sentences, 
although they could be jailed 
for violating the law a sec- 
ond time. 

Islamists have resisted 
attempts to extend compul- 
sory secularist education 
since the proposal was first 
mooted in the 1970s. fearing 
this would reduce the num- 
ber of children entering reli- 
gious Imam Hatip schools. 


These schools were origi- 
nally intended to provide 
trained preachers for Tur- 
key’s mosques but gradually 
evolved into genera] schools 
often financed by local com 
munities. Until now. pri- 
mary education lasting only 
five years was compuJ&orv m 
Turkey. Parents could then 
choose to send Lheir children 
on to secondary schools, put 
them through Imam Hatip 
schools or send them out to 
work. 

This, plus low budgets and 
years of government neglect, 
has delivered poor education 
standards. Turks receive on 
average Jess than four years 
of schooling. About a fifth of 


the population is illiterate. 

Last year about S per cent 
of the 3.Rm high school 
pupils studied at Imam 
Hatip schools, where they 
receive genera] education 
and religious training. 

The military accused these 
schools of inculcating ami- 
secularist values. Thev 
claimed that, if unchecked, 
ex-pupils would form a 
majority of the electorate by 
2 u 0 o. guaranteeing perma- 
nent hegemony for the Wei- 
fare party. 

The government savs u 
will spend $2O0m to prepare 
schools for the increased 
number of pupils by Sept cm. 
her. 


Gazprom turns down the gas on Ukraine 


Russia’s gas monopoly, Gazprom, 
yesterday reduced natural gas sup- 
plies to Ukraine by 16 per cent in 
an attempt to force payment of 
hundreds of millions of dollars in 
overdue bills, writes Charles Clo- 
ver in Moscow. Last Saturday, Gaz- 
prom cut supplies to Belarus by a 
quarter for the seme reason, 
although it was reported last night 
to have resumed fall service. 

The company has been in dire 


financial straights since being 
forced to a pay a tax debt of S3bn 
last mouth. 

The Russian government’s fiscal 
pressure on Gazprom may be forc- 
ing the company to get tougher on 
its own customers. However, a 
spokesman in Moscow denied that 
the decision to pnt pressure 
Ukraine and Belarus had anything 
to do with the company’s finances. 
"Time has simply come to teach 


oar partners about civilised busi- 
ness practices,” he said. 

Gazprom has had a tumnltuons 
relationship with Ukraine since 
the country became independent 
in 1991. Ukraine is its largest cus- 
tomer among Russia's neighbours 
and last year imported 5 llm cubic 
metres of natural gas, but it has 
built np vast payment arrears. 
Some reports put the figure at 
$3Q0m but the company refuses to 


comment. Gazprom has shut off 
Ukraine's gas supplies many times 
in the past over payment delays, 
bnt the relationship has been com- 
plicated by the fact that most of 
the l23bn cn m of gas which Gaz- 
prom exports to western Europe 
must cross the country- Ukraine 
has been known to steal Gaz- 
prom's export gas if domestic sup- 
plies are curtailed. 

The Kiev government reduced 


arrears last year when it let mar- 
keting companies collect payments 
from customers, but analysts say 
customers have defaulted this year 
when the economy deteriorated 
further. 

Ukraine continues to receive 
isbn cu m of gas a year from 
Turkmenistan, but has trouble 
paying for this as well. Last April. 
Turkmenistan, too. cut off supplies 
temporarily. 


EM, RSflSOO and Sttotkxo br a WHS ptoneJ Jre tradaflwrts u) •nenaiiorB/ Eteaness mounts Cwwafttf ft the Unhid Safes sndA» rtfur cartK. Qna cwntarw. Dralua savix rents nw Ot tadunate v service mvta oCwx. £it®7IHMCinwraiai 



‘he same IBM RStfJOOO” technology that as “Deep Blue' competed against 
world chess champion Garry Kasparov is also conquering deep space. 

For the Mars fiifhfinder mission, NASA and Lockheed Martin had only 
one shot at success. Their solution; an onboard flight computer based on ever- 
reliable and powerful RS/6000 technology. 

From launch to landing, the computer was responsible lor over 100 
mission-critical events. On Mars, it's controlling vital communications 


between Earth, the Pathfinder lander and the 22-pound Sojourner rover. 

Of course, you don't have to be a grand master ora racket scientist to 
benefit from RS/6000 technology. More than 600,000 RS/6000 systems are in 
use around the world (Earth, that is), handling everything from massive data 
warehouses to megs- Web sites to large-scale simulations. 

For a closer look at the computer technology that's taking this and 
other worlds by storm, visit www.rs6000.ibm.com 


Solutions for a small planer 
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NEWS: WORLD TRADE 


Bluff, bluster and browbeating beat Boeing 


Guy de Jonquieres on how Brussels won its fight against the US aircraft maker 


Boeing-McDonnell Douglass diary of a deal 


04/12/9B , 

15/12/96 
20/2/07 „ 
17/4/97 „ 
22/5/97 . 
01/7/97 „ 


- Boeing a gree * new jet collaboration with McDonnell Douglas 
Boeing announces proposed merger with McDonnell Douglas 
.Boeing applies to the Ell for merger clearance 


. Van Miert warns exclusivity agreements may he a problem 

„ 7n ^ mnTTm ,. 1 -„ ,g|'i sets out its objections to the deal 

us regulators approve the merger 


04/7/97 _ EU competition panel issues ulti ma tu rn to Boeing dematMfins Mg changes 

16/7/97 - ElTa c om pet iti on wports rec omme nd deal h banned 

17/7/97 Exclusive supply deals prove sticking point for Commi ssi on 

20/7/97 ; — . US warns of retaliation if Brussels rejects bid 

22/7/97 Deal deadlock appears to be broken by a last-minute Boeing concession 



Van Miert: successfully extracted concessions from Boeing 


I n the end, it was Boeing 
that blinked. A last-min- 
ute concession by the US 
aerospace manufacturer yes- 
terday on the terms of its 
planned merger with McDon- 
nell Douglas ended months 
of brinkmanship with Brus- 
sels, which has threatened to 
turn Into the most bruising 
transatlantic confrontation 
for decades. 

The Boeing offer was faxed 
to Mr Karel Van Miert, the 
EU competition commis- 
sioner, on the eve of a Com- 
mission meeting which was 
widely expected to outlaw 
the merger. The offer met 
the last of Mr Van Miert’s 
main objections by propos- 
ing to scrap the exclusive 20- 
year supply agreements 
which Boeing has signed 
with three US airlines. 

By dint of bluff, bluster 
and browbeating, Mr Van 
Miert bad already persuaded 
Boeing to yield on two other 
points. It had agreed to limit 
defence technology ‘'spill- 
overs” into the merged 
group's commercial 
operations and to publish 
separate accounts for the 
Douglas civil aircraft busi- 
ness. 

Boeing had also offered to 
shorten the exclusive supply 
agreements to 13 years, and 
to sign no more for a decade. 
But the company had 
refused, almost to the end, to 
abandon exclusivity alto- 
gether. Unless that hap- 
pened, Mr Van Miert 
insisted, Brussels would veto 


the merger. 

Had the Commission done 
so, it would have unleashed 
a potentially uncontrollable 
chain reaction. Mr Van Miert 
had said that if the compa- 
nies then pushed ahead with 
the merger, which US anti- 
trust authorities cleared last 
month, the EU would impose 
swingeing Ones and business 
restrictions on them. 

Such penalties would 
almost certainly have 
prompted US retaliation. 
Washington has been consid- 
ering measures, ranging 
from filing a complaint 
against the EU in the World 
Trade Organisation to 
imposing anti-dumping or 
countervailing duties on 
exports of European Air- 
buses to the US. 

That nightmarish prospect 
has now receded, if it has 
not yet evaporated alto- 
gether. Mr Van Miert’s fel- 
low commissioners have yet 
to endorse his proposed set- 


tlement with Boeing, and 
much detailed legal and 
technical work must be done 
to make Brussels’ approval 
of the Boeing-McDonnell 
merger official. 

The betting in Brussels 
last night was that Mr Van 
Miert would win the 
required support from a 
majority of the 20 commis- 
sioners today, and a package 
would be sewn 14} next week 
at their last meeting before 
the August break. 

However, some observers 
warned that some of Mr Van 
Miert's colleagues might 
resist - and even try to throw 
a spanner in the works. The 
stiff est opposition was expec- 
ted from Mr Yves Thibault 
de Silguy and Mrs Edith 
Cresson, France's two com- 
missioners. 

President Jacques Chirac 
of France has repeatedly 
urged the Commission to 
stand firm against the Boe- 
ing merger - most recently 


just as the US company was 
faxing its peace offer to 
Brussels yesterday. 

Mr Chirac's interventions 
have been unusually stri- 
dent, giv en that the Commis- 
sion is supposed to have 
complete independence in 
competition policy. Some 
observers suspect he has 
seen the Boeing case as a 
way to get back at the US 
over recent -legislation which 
could lead to sanctions on 
European companies with 
business interests in Cuba, 
Libya and Iran. 

French oil companies, 
notably Elf and Total, are 
particularly vulnerable to 
measures provided for in the 
D'Amato Act. passed by the 
US Congress last year, which 
seeks to punish foreign 
Investors in the energy sec- 
tors of Libya and Iran. 

But although other EU 
governments are angry 
about the US legislation, it is 
unclear that enough of them 


share Mr Chirac's apparent 
outrage to the extent of 
pressing their commission- 
ers to oppose approval of the 
Boeing merger. 

Whether Washington put 
political pressure on Boeing 
to back down Is not known. 
The evidence suggests, how- 
ever, that the company’s 
decision was its own: accord- 
ing to one report, it even 
asked the White House to 
stand aside this week and 
leave It to settle its differ- 
ences with Brussels alone. 

Even less clear is why the 
dispute went to the brink 
over an issue - the exclusiv- 
ity deals - which both sides 
regard as commercially triv- 
ial. Most industry observers 
believe the US airlines 
which have such deals with 
Boeing would buy most of 
their aircraft from the com- 
pany. even if no such supply 
contracts were signed. 

The biggest longer-term 
question, though, is whether 
the jurisdictional conflict 
between US and EU authori- 
ties which led to the dispute 
was a one-off incident - or 
presages further transatlan- 
tic anti-trust confrontations. 

Many of the problems 
stemmed from the compa- 
nies' unusual structure - 
probably unique in manufac- 
turing industry. Their mini- 
mal assets in the EU 
deprived the Commission of 
tbe direct leverage which it 
normally can exercise to get 
multinational companies to 
modify the terms of mergers. 


But Mr Van Miert's suc- 
cess in extracting conces- 
sions from Boeing migdit 
encourage the Commission 
to take a more aggressive 
and buccaneering stance 
towards the US in future 
cases. 

Anti-trust lawyers and 
even some EU officials 


believe any such temptation 
should be resisted. They 
argue that Mr Van Miert 
took a huge gamble by tak- 
ing on Boeing - and poten- 
tially the political might of 
Washington. He should, they 
say, simply count himself 
lucky that the gamble 
turned out as it did. 


Europe’s excavator makers steer output towards US 


By Peter Marsh 

Caterpillar and Komatsu, the 
world's two biggest makers 
of construction equipment, 
are this year switching part 
of their European output to 
the US to meet unexpectedly 
high demand there. 

The change underlines 
how large companies can 
move output from plants 
around the world to satisfy 
demand in different markets. 

It also illustrates the boom 
in demand for construction 


machines m the US. where 
as a result of a buoyant 
economy sales of construc- 
tion equipment this year are 
expected to be slightly above 
the 1996 level. This is likely 
to be the fifth successive 
year to show a sales rise. 

In contrast, European 
demand for construction 
machinery such as excava- 
tors and earth movers has 
recently been extremely 
sluggish, mainly because of 
a public spending squeeze in 
many countries due to gov- 


ernment efforts to meet the 
financial criteria for eco- 
nomic and monetary union. 

Sales of construction 
machines - which are run- 
ning at about $15bna year in 
western Europe and some 
$20bn a year in the US - are 
one of the best indicators of 
overall economic demand. 
Sales of the w»«ehinog tends 
to rise especially when hous- 
ing and public infrastructure 
projects are booming. 

In a normal year. Caterpil- 
lar’s biggest European plant 


at Gosselies near Brussels 
exports just 2 per cent of its 
tlbn-a-year output of excava- 
tors. heavy trucks and 
engines to the US. This year, 
the proportion is likely to be 
10 per cent 

Caterpillar's full order 
books from US customers 
has persuaded the company 
to channel a large part of its 
production to the US, even 
though it means paying 
extra transport costs. 

According to Caterpillar, 
the high price of the 


machines - up to $500,000 - 
means the extra shipping 
makes little difference to its 
overall costs. 

A similar strategy is in 
evidence at Komatsu's main 
European excavator plant in 
Birtley, north-east England. 
This year about 300 of the 
2,000 machines the factory is 
due to make will be shipped 
to the US. In most years, vir- 
tually all the plant's produc- 
tion is sold in Europe. 

Mr Dirk Stukkens, Kom- 
atsu's European marketing 


manag er, said the switching 
in output was an example of 
the company's ability to 
operate its plants flexibly. 

Terex of the US - another 
big construction equipment 
company - Is moving in a 
similar direction. Of the 750 
trucks that it expects to 

make this year in its main 

European truck plant near 
Glasgow in the UK, 300 will 
be shipped to the US. This Is 
three times the figure in the 
early 1990s when the Euro- 
pean and US markets for the 


products were showing a 
similar level of demand. 

Mr Charles Yengst, an 
analyst at Yengst Associ- 
ates, a US construction 
equipment consultancy, said 
the continuing strength of 
the US construction machin- 
ery business had come as a 
surprise. "Factories are 
chugging along at high 
capacity. This year the mar- 
ket is definitely not going to 
turn down and there may 
still be some room for 
growth." 


Russia 
offers 
to open 
markets 

By Frances Williams 
In Geneva 

Russia yesterday told the 
World Trade Organisation it 
would pot forward plans to 
open its markets to foreign 
competition by the end of 
this year - a big step for- 
ward in its bid tD join the 
world trade body next year. 

Russia's WTO application 
has made slow progress 
since it applied to join Cart, 
the WTO’s predecessor, in 
1993. However, negotiations 
on membership terms have 
intensified this year. 

The US pledged in March 
to support Russia's entry in 
1993, provided it can satisfy 
WTO obligations, and Mr 
Anatoly Chubais. Russia’s 
First deputy prime minister, 
who is spearheading eco- 
nomic reform, has taken per- 
sonal charge of negotiations. 

Mr Georgy Gabuniya. Rus- 
sia's vice-minisier for foreign 
trade, told an informal meet- 
ing of the WTO membership 
working party yesterday 
that Moscow intended to 
submit an offer on market 
access For foreign goods, 
including farm products, in 
the autumn, and on liberalis- 
ation of services towards the 
end of the year. 

Trade officials said 
improving access for foreign 
agricultural imports and 
opening up the services sec- 
tor. especially the sensitive 
financial sector, arc expected 
to prove the most difficult 
areas far the Russian gov- 
ernment when detailed talks 
begin in earnest. 

Aspiring WTO members 
must not only show that 
their trade legislation and 
practices comply with inter- 
national fair trade rules but 
must negotiate a package of 
market-opening measures 
with all their main trading 
partners on a bilateral basis. 

Until Russia submits its 
detailed offers, on an item- 
by-item basis, this process 
cannot begin. So far. the 
WTO working party has 
focused on Russia's current 
and proposed trade laws. 


NEWS: INTERNATIONAL 


Mombasa Moslems lose faith in Moi 

Angered by discrimination over land and religious parties, a key minority has 
turned against Kenya’s beleagured Christian president, writes Michela Wrong 



Mombasa's well-known elephant tusk arches. Plagued by water shortages, power cuts and 
disintegrating roads, the city feels neglected and betrayed 


H alf-way through a 
scrappy renovation, 
surrounded by piles 
of gravel, the Jihad mosque 
has little of historical or 
architectural interest to rec- 
ommend it. 

But that has not stopped 
police and youths fighting 
running battles in the wood- 
land plot where it stands. Its 
value lies not In Its aesthetic 
charm, but in its symbolism. 
Perched on the edge of a golf 
course an hour's drive from 
Mombasa, the building is at 
the centre of a dispute 
between hotel owners who 
want to extend the green 
and the Moslem community 
outraged by the idea of any 
mosque, however ram- 
shackle, being demolished. 

The battle is just the latest 
example of a growing phe- 
nomenon on Kenya's coast. 
In case after case public 
land, supposedly held by the 
state for the common good, 
is sold to private developers, 
who eject "squatters" who 
have often lived there for 
generations. 

Dubbed "landgrabbing”, 
the trend lies at the heart of 
a general disillusionment 
among the Moslem commu- 
nity with President Daniel 
arap Moi. Coming when Mr 
Moi is under unprecedented 
pressure to change a consti- 
tution giving him the upper 
hand in elections, that anger 
could help shake the 
regime’s hold on power 
when elections are held later 
this year. 

One reason lies in legisla- 
tion drafted before Kenya’s 
first multi-party contest in 
1992. 

One of the laws reformers 
want rescinded stipulates 
that the winner must gain at 
least 25 per cent of the vote 
in at least five of the coun- 
try's eight provinces, a tall 
order for opposition parties 
with narrowly ethnic con- 
stituencies. 

Ironically, Mr Moi may 
now himself have problems 
meeting those requirements. 
If he fails, he will have to 
stand in a runoff bout For 
the ruling Kanu party, that 
makes possible what opposi- 
tion bickering has so for 
averted: Mr Moi, who gar- 
nered less tha n a third of the 
national vote in 1992, losing 
against a candidate tapping 


the opposition’s combined 
support. 

So Mr Moi, who won an 
impressive 62 per cent on the 
Coast in 1992, can ill afford 
to lose the Moslems, who 
claim to account for up to a 
quarter of Kenya's popula- 
tion. 

Tracing its roots to Arab 
traders who came in search 
of spices, ivory and slaves, 
the Moslem community has 
a history all its own. When 
Kenya's interior was firmly 
in British hands, the coastal 
strip belonged to the Sultan- 

‘We are afraid 
because all the 
tribes of Kenya 
are mixed up in 
Mombasa. It is 
just like petrol 
and a matchbox’ 


ate of Zanzibar, a British 
protectorate. At indepen- 
dence London bought the 
strip from the Sultan and 
gave It to the new-born Ken- 
yan government 
In return for surrendering 
their separatist aspirations, 
the Moslems were told their 
interests would be safe- 
guarded. That promise, 
many feel, has now been 
breached. 


“The land issue is particu- 
larly hot,” says Sheikh Khal- 
ifa Mohamed. interim chair- 
man of the Islamic Party of 
Kenya OPK), which the gov- 
ernment refuses to register 
because of its religious 
basis. "They have grabbed 
mosque land, church land, 
pavements, even public 
toilets." Locals also com- 
plain at the disproportion- 
ately small number of Mos- 
lem cabinet ministers, army 
chiefs, top civil servants. 
They rail at the failure to 
register IPK. government 
obstruction when it comes to 
setting up Islamic educa- 
tional institutions, the gen- 
eral hostility of a president 
who is a devout Christian. 

"Since Mr Moi took over, 
not a single Moslem project 
has gone through," says Mr 
Munir Mazrui, coastal chair- 
man of the Supreme Council 
of Kenya Moslems. “Even 
under Kenyatta, Moslems 
were dissatisfied But now 
they feel that President Moi 
hates the community and is 
doing his best to suppress 
if 

Mombasa's rote as East 
Africa's largest port and the 
hub of a tourist industry 
bringing in half a billion dol- 
lars a year merely makes 
thing s worse. 

The port handles cargo 
bound for inland Kenya. 
Uganda, Burundi, Rwanda 
and beyond. The coastal 
strip receives 70 per cent of 


the tourists visiting Kenya. 
But outside the top hotels - 
mostly owned by foreigners 
or upco untry Kenyans - 
spill-over benefits are hard 
to spot 

Mombasa is a collapsing 
mess of a city plagued by 
water shortages, power cuts 
and disintegrating roads. 
The drive in from the air- 
port, round pools of muddy 
water and broken-down 
trucks, is a national dis- 
grace. 

A sense of betrayal over 
this neglect, locals say, 


‘Even under 
Kenyatta, 
Moslems were 
dissatisfied. But 
now they feel 
Moi hates the 
community’ 


means the elections could 
take a radically different 
turn from 1992, when Kanu 
partly relied on the ill-in- 
formed rural population's 
failure to grasp the principle 
of multipartyism to sweep 
the board in the parliamen- 
taries, but lost three out of 
four seats in more sophisti- 
cated Mombasa. 

The return of Sheikh 
Khalid Balala, a fiery Mos- 


lem preacher the govern- 
ment only recently allowed 
to return from three years of 
exile in Germany, may also 
alter the equation, drowning 
out Kami's recent attempts 
to curry favour with a spate 
of clinic constructions, bus 
donations and water pro- 
jects. 

Lake many opposition fig- 
ures, he places no faith in 
Mr Moi's recent promises to 
level the electoral playing 
field. Hugely popular with 
the young, an expert at 
mobilising crowds, he plans 
to make Mombasa - hitherto 
little affected by Nairobi pol- 
itics - a showcase for the 
constitutional reform cam- 
paign. 

"Kanu has lost the coast 
forever. We will raise the 
temperature to boiling point, 
to explosion IeveL This place 
will roast," he says. A rally, 
a repeat of the meetings that 
this month triggered Nai- 
robi's worst unrest since the 
introduction of multipar- 
tyism, is scheduled in the 
port on Saturday. 

The flurry of promised 
political activity in Mombasa 
makes many residents 
uneasy. With its volatile mix 
of upco un try and coastal 
people, diverse religions and 
cultures, the city has a ten- 
dency to turn more violent 
than Nairobi, as witnessed 
in the last elections. 

Mr Sbariff Nassir, Momba- 
sa's long-standing Kanu 
boss, says he is worried 
about potential bloodshed, 
not Kann's ability to tri- 
umph in the elections. “We 
are very afraid because all 
the tribes of Kenya are 
mixed up in Mombasa. It is 
just like petrol and a match- 
box." 

Residents also warn that a 
few glimpses by unsuspect- 
ing tourists of the grim real- 
ity of Kenyan police tactics 
could also do the country for 
more economic damage than 
the fortnight of unrest in the 
capital that already caused 
the shilling to wobble. 

"The impact of Nairobi- 
style incidents would be tre- 
mendous and immediate," 
says Professor Juma Lugogo, 
head of the Coastal Develop- 
ment Authority. "Violence Is 
never selective and the most 
vulnerable would suffer. We 
must have peace.” 


Israelis plan to 
bar Palestinian 
injury claims 


By Judy Dempsey 
in Jerusalem 

The Israeli Knesset, or 
parliament, was last night 
expected to support the first 
reading of a new law which 
would prevent Palestinians 
injured by Israeli security 
forces from filing for com- 
pensation. 

The law. which the gov- 
ernment intends to put on 
the statute books by August 
2 when the Knesset goes into 
summer recess, has been 
sharply criticised by human 
rights groups and lawyers as 
discriminating and “a cor- 
ruption of the legal system". 

Drawn up by the justice 
ministry headed by Mr Tzahi 
Hanegfai. the law is aimed at 
Palestinians who are seeking 
compensation for injury dur- 
ing the Intifada, the Palestin- 
ian uprising between 1987 
and 1993. More than 1,300 
Palestinians were killed by 
the Israeli security forces. In 
fewer than 10 cases, soldiers 
were convicted of intention- 
ally inflicting Injury. 

If adopted, Palestinians 
would no longer be able to 
seek through the Israeli 
courts compensation from 
Israeli security forces or 
from the state for injury or 
death. Instead, plaintiffs 
would have to redirect their 
search for compensation to a 
new committee appointed by 
the defence ministry. 

The committee would be 
authorised to grant "out of 
humanitarian consideration" 
payment to injured parties 
or their dependents. Even if 
compensation were paid out, 
it would be less than 
through the Israeli courts 
and, in some cases, less than 
the medical bills. 

BTselem, the independent 
Israeli Information Centre 
for Human Rights in the 
Occupied Territories, said 
the law was also discriminat- 
ing because an Israeli or for- 
eign residents would still be 
entitled to compensation 
through the courts if injured 
by the security forces. 

Even if Palestinians did 
try and seek Justice through 
the committee, those who 
had been involved in "a seri- 


The Israeli government was 
last night bracing itself for 
strikes and protests over its 
ShkSOOm (S228.5m) budget 
cut which was presented to 
cabinet for debate last 
night writes Judy Dempsey 
in Jerusalem. 

The cuts, drawn up by Mr 
Yaakov Neeman, the 
recently appointed finance 
minister, and backed by Mr 
Benjamin Netanyaha, the 
prime minister, are aimed at 
cutting this year's budget 
deficit to 2.8 per cent of 
gross domestic product from 
4.6 per cent last year. 

The need to find 
additional cuts stems from a 
revenue shortfall of 
ShkS.Sbn in customs and 
VAT payments and Shklbn 
from income and other 
direct taxes. 

Mr Neeman intends to 
trim spending in all the 
ministries by 0.9 per cent, 
excluding the defence and 
health ministries which are 
demanding additional 
spending of Shkl.Sbn and 
Shkl.3bn respectively. 

Doctors in state hospitals 
yesterday were out on strike 
and teachers and parents 
have already started 
lobbying against any cuts 
which would affect 
education. 


ous terrorist act" even if 
they were injured in a com- 
pletely unrelated event, 
would not be able to present 
their claim to the committee. 

“It is a legal recipe for 
Impunity,'' said B'Tselem. 
Mr Uriel Procaccia. a law 
professor at the Hebrew Uni- 
versity, said the draft law 
was “a corruption of our 
legal system and I only hope 
that if the law is passed, the 
Supreme Court will throw it 
out." The real motives 
behind the law were “to save 
money". 

The justice ministry yes- 
terday shrugged off criti- 
cisms. saying civil suits file 
by Palestinians were "crowd- 
ing the court dockets" and 
the state would be have to 
pay large sums as a result or 
this type of tort suit. 


Aid to 
poor falls 
to lowest 
level 

By Michael Peel in London 

Aid from industrialised 
nations to developing coun- 
tries has fallen to its lowest 
level since records began in 
1950, according to a report 
yesterday by Unicef. the 
United Nations children's 
agency. 

In 1995 the 21 members of 
the Organisation for Eco- 
nomic Co-operation and 
Development gave an aver- 
age 0.27 per cent of gross 
nationa l product, down from 
0.34 per cent in 1990. 

Ms Carol Bellamy, execu- 
tive director of Unicef. said 
the total aid funds of 
$58.9bn were “dismal". 
“That is the smallest 
amount since statistics on It 
were first collected in 1950," 
she said. 

"In a Sl,250bn global 
economy, a quarter of 
hu mans are living lives of 
unimaginable squalor and 
distress." 

The US gave the least, as 
percentage of GNP, donating 
0.1 per cent or GNP. Den- 
mark. by contrast gave the 
most at 1.04 per cent. 

Only Denmark. Norway, 
the Netherlands and Sweden 
gave more than the UN tar- 
get of 0.7 per cent of GNP. 

Although private invest- 
ment in developing coun- 
tries increased from S52bn 
in 1990 to $l59bn in 1995. 
Ms Bellamy said most of 
this had gone to a handful 
of emerging economies 
while the poorest sub-Saha- 
ran African countries 
received "a pittance". 

She said the extra $95bn 
that would be raised if the 
OECD countries met the UN 
aid target would "break the 
back of global poverty". 

The Unicef report said 
deaths of young children in 
developing countries from 
Aids was forecast to triple 
by 2010. The US Bureau uf 
Census forecast that 357,000 
infants in 19 "high-risk" 
countries would die of Aids 
in 2010. 

The bureau estimated that 
SI per cent of all infant 
deaths in Botswana, the 
worst affected country, 
would be Aids-related. 
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* There's polystyrene in these yoghurt pots 


Approach attitude is what counts. That’s what is required to be faster and more flexible than the competition. Which is why 
we'll be operating on the market as an independent limited liability company from October 1, 1997. Clustering all activities in the 
field of polystyrene into a single independent company with clear market focus is only one of the many measures to feature in the 
Global Fitness Program of Huls AG which In future will take on the role of strategic holding company. This opens up whole new 
market opportunities, paving the way for us to reach our ambitious goal of becoming a leading supplier. Watch this space for the 
name under which we’ll be starting out. Polystyrene Division of Huls AG, Marl, .Germany. 
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NEWS: THE AMERICAS 


Venezuela halts cellphone operators’ expansion 


By Raymond Cofitt 
m Caracas 

Venezuela's two cellular 

telephone operators have 
been banned from taking on 
customers until their service 
is improved. 

In an unprecedented move, 
Cana tel. the Venezuelan tele- 
communications regulatory 
agency, has told Telcel and 
Movilnet that they cannot 
expand their customer base 
because excessive demand 
appears to have caused a 


deterioration in the service. 

However. Casatel. the 
chamber of telecommunica- 
tions companies, said such 
unilateral decisions muddied 
the rules of the game, under- 
mining investor confidence 
and impairing new invest- 
ments in the industry. The 
chamber says Conatel, by 
law. is obliged to consult the 
companies before taking any 
such action. 

The companies' 1992 con- 
cession contracts stipulate 
minimum service require- 


ments but, industry analysts 
say. it is not clear whether 
Conatel has the authority to 
actually prevent companies 
from expanding. Conatel 
refused to comment. 

Movilnet said it had halted 
the sale of all new subscrip- 
tions on Monday in response 
to the Conatel order, “if this 
ban continues for some 
time." said Mrs Marla 
Eugenia Tinedo, equity ana- 
lyst with Deutche Morgan 
Grenfell in Caracas, “it could 
effect the year end results of 


CanTV [the parent company 
of Movilnet]". Mrs Tinedo 
estimated that cellular tele- 
phony contributes more 
than 10 per cent of CanTV's 
income. Telcel. which 
belongs to the privately- 
owned Cisneros group of 
companies, apparently 
halted sales on its own ini- 
tiative at the beginning of 
July. 

While both companies 
have recognised there have 
been bottlenecks in their 
capacity to process phone 


calls, provoking complaints 
by customers, they say they 
can resolve the problem 
within weeks. Telcel has 
launched a six-month, 5160m 
investment plan to improve 
its service and double it s 
Capacity to process calls. 

The number of cellular 
phone users in Venezuela 
has rocketed in recent 
months as the country 
emerges from a five-year 
recession and expects eco- 
nomic growth of 4 per cent 
this year. The number of cel- 


lular phone users has 
increased from 450,000 in 
1993 to about 900,000, Cona- 
tel says. In only seven 
months the figure has 
jumped more than 200.000. 

Critics say Conatel is in 
part responsible for the cup 
rent situation because it 
only authorised two cellular 
telephone operators. Vene- 
zuela has one of the highest 
cellular phone market pene- 
trations in Latin America. 

The regulator s move has 
renewed concerns about 


excessive intervention by 
agencies. “Clearly the regu- 
latory regime in Venezuela 
is deficient.” said Mrs 
Tinedo. There have also 
been complaints of populist 
rate policies pursued by the 
government in the electric- 
ity, transport and telecom- 
munications sectors. CanTV 
and Electricldad de Caracas 
(Elecar). the country's larg- 
est private sector power 
company, have seen rate 
increases repeatedly delayed 
or denied over the past year. 


Hope for new 
advance on 
birth defects 


By Michael Peel 

A US doctor announced 
yesterday that be hoped 
wi thin five years to treat a 
baby with birth defects with 
tissues extracted when it 
was a foetus. 

Dr Dario Fauza, a fellow of 
the Harvard Medical School, 
told the annual conference 
of the British Association of 
Paediatric Surgeons in Istan- 
bul that he had grown part 
of the bladder of an unborn 
sheep in a laboratory and 
then implanted the mature 
tissue in the newborn baby 
sheep. 

This is the first time some- 
one has used engineered tis- 
sue from a foetus to treat a 
newborn animal. This is 
important because the ani- 
mal is much less likely to 
reject its own implanted tis- 
sue than material from 
another foetus or anim al. 

Dr Fauza said be hoped to 
develop the technique in the 
next few years to allow doc- 
tors to treat babies with 
birth defects, such as 
tumours which require tis- 
sue grafts. “Babies are just 
so small that they just don't 
have enough skin to graft,” 
said Mr Bill Schaller, public 
information officer for the 
schoaL 

“This [technique] could be 
essential for some of the 
birth defects that are poten- 
tially fatal if they are not 
corrected within hours or 
days of birth." 

He said the technique 
could be extended to grow 
replacement tissue for more 
complex organs such as the 
liver. “There should be few 
ethical issues in that you are 
taking material from the foe- 
tus to help him or herself 
when he or she is born.” he 
said. He said the school had 
no plans to test if foetal tis- 


sue could be used to treat 
adults or other babies. 

Dr Neil Sebire, senior 
research fellow at the Harris 
Birthright Research Centre 
at London's King's College 
Hospital, said the technique 
could be immediately helpful 
in treating some rare condi- 
tions. “It's certainly a very 


FIRST CHICAGO 

Leasing FSC, Inc 
A UJS. Virgin Islands corporation 
is avubbk to arrange leases of 
US. miHHifittJiiitd property to be 
used predominantly outside the 
US. If interested, please oonlart 
■he company at 

FbM Chicago Leasing FSC, Inc. 
Citibank BoOcSng, Suite 208 
SL Thomas, U.S. V.L 00801 


FOUNTAINS FSC, Ltd. 

A Bermuda corporation is 
available to enter into leasing 
transactions, as lessor, with 
respect to U.S. manufactured 
property to be used 
predominantly outside the U.S. 
If interested, please contact the 
company at 

Fountains FSC, Ltd 
do Codsn Services Limited 
Cbredon House 
Owrcfa Street 
Hamilton Bemuds. 


OAK STREET FSC, Ltd. 
A Bermuda corporation is 
available to ester into leasing 
transactions, as lessor, with respect 
to U.S. manufactured property to 
be used outside the U_S. by any 
affiliate of John Swire & Sans 
Limited If interested, please 
cocSad die co mpan y aL 

Oak Shot FSC. Ltd. 

do Codan Services Limited 
Qaredon House 
Church Street 
Hamilton Bermuda 


LUKE FSC, Ltd. 

A Bemuds corporation is available 
to etdtf ipto letting InmetioM, it 
kjaof, with respect to U.S. 
mBoftctBcd property to be used 
outside the US- If ialcRnled, 
please eontsel the company it 
Lake FSC, Ltd. 
do Codas Services Limited 
Cbredon Haase 
Church Street 
Hamihoa Bermuda 


DEARBORN STREET 

FSC Line. 

A US. Virgin Islands corporation 
is available in arrange teases of 
US. manufactured property to be 
used predominantly outside the 
US. If Moated, please contact 
tbc company sE 
Dearborn Street FSC I, Inc. 
Citibank Budding, Suite 208 
SL Thomas. U.S. Vi- 00801 


"There should 
be few ethical 
issues in that 
you are taking 
material from 
the foetus to 
help him or 
herself when he 
or she is bom’ 


exciting concept," he said, 
"although there are rela- 
tively few problems that a 
foetus could have where the 
lack of tissue to graft is a 
problem.” 

He said the technique 
might help In cases of 
hernias and defects in the 
abdominal wall where a 
large amount of skin was 
needed. At present doctors 
use patches of plastic mesh 
and hope the surrounding 
skin grows together. 

Dr Sebire said the tech- 
nique could be invaluable in 
treating patients such as 
burns victims who required 
large grafts of skin. “The 
theoretical big advantage is 
if you could use the tissues 
to treat adults, but that 
raises big ethical problems.” 
he said. “Another question is 
whether the same problems 
of graft rejection would hap- 
pen with foetal tissues as 
with adult tissues.” 


Republican knives out for Gingrich 


I t was ou the steps of the 
Senate that Julius Cae- 
sar succumbed to the 
jealousy of his political 
rivals in the twilight of the 
Roman republic. 

For Mr Newt Gingrich, the 
treachery is tak i n g place in 
the corridors of the House of 
Representatives. 

The Speaker of the House, 
once feted in triumph as 
leader of the Republican rev- 
olution, is now battling for 
his political survival, sur- 
rounded by colleagues who 
seem Intent on knifing him. 

Last night, Mr Gingrich 
met his most senior deputies 
in an attempt to quell the 
rebellion which has con- 
sumed the party for the past 
two weeks. But it was not at 
all clear whether anyone 
was listening. 

The turmoil began two 
weeks ago when Mr Ging- 
rich survived what looked 
like a rather half-hearted 
attempt to oust him by a 
couple of dozen junior House 
Republicans. The hardliners, 
irritated by what they claim 
to have been Mr Gingrich’s 
retreat from conservative 
doctrine, called for his 
removal. 

The coup attempt would 
have been dismissed as the 
ran tings of disgruntled 
juniors had it not been for 
the extraordinary events 
that followed. 
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Newt Gingrich: battling for his political survival 


In an effort to defuse the 
row, Mr Gingrich agreed 
that the plotters should meet 
his four most senior 
lieutenants - Mr Dick 
Armey. Mr Tom DeLay. Mr 
John Boehner and Mr Bill 
Paxon. 

Accounts of the meeting 
vary, but aownrHing to the 
plotters, far from damping 
their mutinous zeal, the four 
men actually egged them on, 
and spent much time dis- 
cussing among themselves 


who might be presented as 
the credible alternative 
Speaker. 

When reports of the meet- 
ing seeped out last week. Mr 
Gingrich moved. He 
promptly fired Mr Paxon 
(the only one he could 
remove since the other three 
are elected party officials). 

All four men offered 
unconvincing denials that 
they had actively abetted the 
coup. 

Mr Armey and Mr Boehner 


claimed they had merely' 
been trying to disarm the 
plotters. Mr Paxon acknowl- 
edged he had “lost the 
Speaker's trust”. Mr DeLay, 
most revealingly, simply 
issued a statement saying he 
had no intention of resign- 
ing. 

It certainly appears that 
Mr Gingrich now leads an 
impossibly divided rabble. 
On Monday, he expressed his 
determination to continue, 
saying it was his job to act 
as the Republicans' “head 
coach”, re min ding them 
“firmly if necessary, that we 
are after all a team”. 

He may now try to purge 
his senior ranks of the dis- 
loyal deputies, though that 
will be difficult, since the 
remainder were all elected 
by House Republicans as a 
whole. Mr DeLay. at least, as 
seemingly the most guilty, 
might be forced to step 
down. 

But in the longer term, the 
Republicans' broader prob- 
lems will continue, with or 
without Mr Gingrich or any 
of his colleagues. 

The difficulties seem, on 
the surface, bard to explain. 
Though they lost the presi- 
dential election last year, the 
Republicans held on to con- 
trol of both the House and 
the Senate, the first time 
they had been re-elected in 
charge of the legislative 


branch for nearly 70 years. 
The political agenda remains 
dominated by their ideas - 
two cherished Republican 
goals, a balanced budget and 
a large capital gains tax cut. 
are near agreement. 

Their deeper problem is 
that though they may be 
winning Washington’s politi- 
cal war, they keep losing the 
big battles. 

In the past two and a half 
years, Republicans have 
been constantly outman- 
oeuvred by President Bill 
Clinton when it comes to 
earning political credit. 

Since the budget battle 
two years ago that resulted 
in a government shutdown. 
Mr Clinton has proved bril- 
liant at presenting popular 
Republican changes as his 
own. while blaming the 
opposition for the unpopular 
elements. 

The result is frustratmgly 
obvious to Mr Gingrich’s col- 
leagues. While Mr Clinton 
enjoys the highest approval 
ratings of his presidency, the 
Congress Is held in lower 
esteem than ever. 

Dumping the still unpopu- 
lar Mr Gingrich might seem 
like a good idea, but in the 
wake of the aborted coup, it 
is harder than ever to see a 
plausible and popular alter- 
native. 

Gerard Baker 


Roth moves closer to top Asia post 


By Heather Bourbeau 
in Washington 

Mr Stanley Roth looks set at 
last to land the State Depart- 
ment's top job in Asia after 
he was well received yester- 
day by the Senate Foreign 
Relations Committee in the 
hearing on his nomination. 

Mr Roth, whose nomina- 
tion as assistant secretary of 
state for east Asian and 
Pacific affairs, has been held 
up for several months, 
emphasised regional unity 


and a balance between secu- 
rity. policy and economic 
goals. 

He placed economics 
before “basic values" but 
later addressed the fears of 
human rights groups who 
opposed his nomination by 
highlighting his record in 
protecting human rights in 
East Timor. 

Questioned on recent 
power struggles in Cam- 
bodia. Mr Roth cautiously 
refused to use the word 
“coup", stating: “What is 


more important than the 
word is the action, which is 
inexcusable.” He placed 
working with Mr Stephen 
Solarz, the administration’s 
special envoy to Cambodia, 
to find a regional solution as 
one of his highest priorities 
if confirmed. 

The committee members, 
however, appeared most con- 
cerned about Mr Roth’s 
stance towards China, and 
his role in President Bill 
Clinton’s 1994 decision to 
treat human rights issues 


separately from the annual 
renewal of China’s Most 
Favoured Nation trade sta- 
tus. .. 

■"■Mr Roth yesterday. denied 
holding personal meetings 
with Mr John. Huang, the 
businessman at the centre of 
allegations, now being inves- 
tigated by the Senate, that 
China had tried illegally to 
influence US foreign policy. 
He also said he thought the 
MFN policy decision was 
influenced solely by a better- 
informed approach. He 


added, however, that If alle- 
gations were proven that 
China tried to influence pol- 
icy through campaign finan- 
cing, that would have seri- 
ous implications in the 
region. 

Mr Roth is the former dep- 
uty assistant secretary of 
defence for east Asian and 
Pacific affairs as well as for- 
mer special assistant to Pres- 
ident Clinton and senior 
director for Asian affairs at 
the National Security Coun- 
cil. 


Brazil business optimistic on economic prospects 


By Geoff Dyer in Sao Paulo 

Brazilian businesses are highly 
optimistic about the country’s eco- 
nomic prospects and expect profits 
and sales to grow over the next 
two years, according to a survey 
published yesterday. 

Businesses also expect interest 
rates to fall, the public sector defi- 
cit to be reduced and exports to 
grow, according to the poll, which 


was produced by the news agency 
Reuters and Zogby International, a 
research organisation. 

The upbeat outlook from the 
business community comes at a 
time when some analysts have 
been predicting a slowdown In 
consumption in the second half of 
the year and have been scaling 
back forecasts for economic 
growth in 1997. 

The optimistic tone also con- 


trasts with the mounting concern 
about Brazil's large fiscal and cur- 
rent account deficits and the pre- 
dictions in recent weeks from 
some leading economists that Bra- 
zil could become a target for cur- 
rency speculators. 

The survey was conducted from 
June 23 to July 11 and was based 
on responses from 348 businesses. 
The Brazil Business Confidence 
Index will be published every six 


months. Of the businesses sur- 
veyed, 84 per cent expect either 
substantial or moderate growth 
over the next two years, with only 
2 per cent expecting the economy 
to contract. 

Nearly 70 per cent said sales 
would grow this year, with only 
3.7 per cent expecting sales to 
decline, while almost 80 pm- cent 
of respondents said sales would 
rise in 1998, which is an election 


year in BraziL Thirty-seven per 
cent of companies expect their 
exports to rise in the second half 
of this year and 44 per cent expect 
an increase in exports next year. 

However businesses are not so 
optimistic about job creation. 

Only 44 per cent of companies 
said that they would increase 
employment this year, while about 
35 per cent said they would add 
jobs next year. 


Competition watchdog shows its teeth 

The present government has encouraged an assertive competition policy. Geoff Dyer reports 


F ourteen thousand 
tonnes of toothpaste 
will be sold at an auc- 
tion in Sao Paulo this week 
in one of the more bizarre 
examples of the confusion in 
Brazilian government circles 
about the impact of foreign 
investment on the country's 
new-look economy. 

It was in the toothpaste 
market that Cade, the gov- 
ernment's competition 

watchdog, first showed Its 
teeth to multinational com- 
panies. Following the acqui- 
sition by Colgate-Palmolive, 
the US consumer products 
group, or the South Ameri- 
can toothpaste company 
Kolynos in January 1995, 
which gave the combined 
group SO per cent of the Bra- 
zilian market. Cade ordered 
that it sell part of its tooth- 
paste moun tain, to rivals in 
order to increase competi- 
tion. 

The toothpaste dispute, 
however, was nothing com- 
pared with the furore caused 
last month by Cade's deci- 
sion to dissolve a joint ven- 
ture between Miller Brewing 
of the US and Brahma. Bra- 
zil’s largest beermaker on 
the grounds that it inhibited 
competition. 

And when it meets again 
today. Cade is expected to 
order the same course of 
action over a tie-up between 
Anheuser-Busch, the US 
manufacturer whose best- 


ControversEal decisions by Cade 


Transaction 

Date 

Product 

Decision 

Acquisition of Kolynos 
by Colgate-Palmolive 

1905 

Toothpaste 

Sale of part of stock 
and suspension of 
Kolynos toothpaste 
brand tor four years 

Joint venture between 
Brahma and Miller Brewing 

1995 

Beer 

■ Gave the two companies 
two years to dissolve 
the font venture 

Joint venture 
between Antarctica and 
Anheuser-Busch . 

1996 

Beer 

Expected to order 

thedtsoolUttcrfi Cff the 
joint venture 
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known brand is Budwelser. 
and Antarctica, Brahma's 
nearest local rival. 

With tempers increasingly 
frayed among both officials 
and businessmen, the presi- 
dent of Cade, Mr Gesner 
Oliveira, has accused the 
Eve members of the commit- 
tee (out of seven) who voted 
against the Brahma joint 
venture of “xenophobia". 

The Cade decisions have 
struck at a raw nerve of the 
government’s economic pol- 
icy. Brazil has become one of 
the most attractive locations 
in the world for direct 
investment as a result of the 
transformation of its econ- 
omy since the launch of a 
new currency three years 
ago. 

These investment flows 
are doubly important for the 
economy, for as well as help- 


ing finance the expanding 
current account deficit, 
which is expected to exceed 
4 per cent of GDP this year, 
they also cut dependence on 
more fickle short-term capi- 
tal to make up the shortfall 
Yet having stripped away 
much of the regulation that 
isolated Brazil from foreign 
companies in the post-war 
period, the current govern- 
ment has been instrumental 
in encouraging a more asser- 
tive competition policy. 
Indeed President Fernanda 
Henrique Cardoso was 
finance minister in 1994 
when the bill was passed 
whicb made Cade - short for 
Administrative Council for 
Economic Defence - inde- 
pendent from the govern- 
ment — 

In the toothpaste example, 
few would deny that the Col- 
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Qurtwiw in the apoUght 

gate acquisition of Kolynos 
raised legitimate competi- 
tion questions: the argument 
has been over how to resolve 
those issues. As well as 
ordering the sale of part of 
the stock, Cade banned the 
Kolynos brand for four years 
to give competitors a chance 
to establish themselves. Col- 
gate launched a new brand 
in May, but Cade decided 
that it was too similar to 
Kolynos. A new marketing 
strategy is expected to be 
presented this week. 

However in the case of the 
beer joint ventures, opinions 
are much more polarised. 
The argument against them 
is based on the “potential 
competition” - a little-used 
legal concept - that would 
have arisen had the foreign 
companies entered the mar- 
ket on their own behalf. 


Ms Lucia Helena Salgado, 
who has led the opposition 
camp on Cade, said that 
Brahma and Antarctica have 
used the joint ventures to 
limit and control the compe- 
tition from the two. US brew- 
ers. “The joint ventures rein- 
force the dominant domestic 
positions of these two com- 
panies,” she said. 

“This was a stupid and 
political decision,” says Mr 
Marco Melo. analyst at Boz- 
ano, Simonsen, the Rio de 
Janeiro investment bank. He 
says the industry is already 
highly competitive - Antarc- 
tica has in recent years lost 
market share to Kaiser, the 
third largest national brewer 
* and the cost of setting up a 
new network would be pro- 
hibitive for a foreign com- 
pany. . 

But what does it mean for 
foreign investment? "Multi- 
nationals will not stop 
investing in Brazil because 
of this," said Mr Ivan Avila 
Oliveira, a director at Trevi- 
san Management Consul- 
fruits in Sao Paulo. However 
he says it could cause prob- 
lems for some prospective 
Joint ventures, such as in the 
airlines industry where a 
number of foreign carriers 
are looking at possible links 
with Brazilian rivals. 

Investment bankers think 
Cade has made a point of the 
two Brazilian brewers 
because of their high profile. 


However, they say that joint 
ventures will now have to be 
structured to show obvious 
technology transfers and 
efficiency improvements - 
two of Cade’s main objec- 
tions to the beer tie- 
ups. 

Cade officials, meanwhile, 
are keen to play down the 
implications. “Every deci- 
sion is taken on a case-by- 
case basis. There are no gen- 
eral rules about joint ven- 
tures," said Mr Oliveira. 

This plethora of competi- 
tion disputes is an inevitable 
teething problem of Brazil's 
move away from a closed 
and heavily state-owned 
economy. Ten years ago the 
job of most economics offi. 
rials was to set prices or to 
choose which imports were 
to be substituted by domes- 
tic products. Now they need 
to feel comfortable in areas 
such as anti-dumping rules 
and intellectual property 
rights. 

"All this turbulence is pos- 
itive, it has provoked 
debate," said Mr Ruy Cou- 
tinho, head of the Ministry 
of Justice's economic law- 
department, the other gov- 
eminent arm of competition 
policy. “The government is 
learning how to implement 
competition rules and the 
private sector Is learning 
how to cope with a world 
where competition is 
allowed." 


Clinton 
to back 
rise in 
Medicare 
premiums 

By Genuti Baker 
in Washington 

US president Bill Clinton 
promised the Republican 
congressional leadership yes- 
terday he would back a con- 
troversial proposal to raise 

premiums for public health 
insurance :is part of a pack- 
age of measures aimed at 
balancing the federal budget 
bv 2002. 

“I would be happy to 
defend the vote of any mem- 
ber of Congress, Democrat or 
Republican, who votes for 
this," Mr Clinton said. 

His remarks were intended 
to break a potential logjam 
over healthcare in the final 
stages of budget talks 
between the White House 
and Congress. On Monday. 
House and Senate Republi- 
cans backed away from an 
earlier proposal to raise pre- 
miums and the age of eligi- 
bility for Medicare, the sys- 
tem of public health 
insurance for the elderly. 

Republicans were worried 
the president would seek to 
make political capital out of 
any rises they make in such 
charges, accusing his opp<> 
nents of approving what 
amounts to a tax rise tor the 
elderly. Mr Clinton also 
offered to let the Treasury, 
rather than the Internal Rev- 
enue Service, collect extra 
premiums, a largely cos- 
metic move to make them 
look less like tax increases. 

The president's gestures 
seemed likely to help the 
negotiations along, but 
important differences 
remain before final agree- 
ment is reached on the bud- 
get. which, in addition to 
balancing the federal 
finances in five years, would 
also cut taxes by $l35hn. 

The House and Senate 
have still to agree on 
whether to raise tobacco 
taxes to pay for greater pro- 
vision of health insurance 
for children. There are also 
gaps between Congress and 
the White House on the 
administration of extra 
funds for children's insur- 
ance. 


US state 
in clash 
over 
benefits 


By Christopher Parkes 
in Los Angeles 

California's most prominent 
Latino politician has clashed 
with the Republican gover- 
nor by calling on the state 
to replace welfare benefits 
that are set to be withdrawn 
by the federal government 

Mr Cruz Bustamente, a 
Democrat and the first Mexi- 
can -American to hold office 
as speaker in the state 
assembly, launched his Ini- 
tiative on behalf of poor 
legal immigrants with an 
emotional appeal and a tele- 
vision commercial promis- 
ing California would “do the 
right thing”. 

Hie more, which is likely 
farther to delay passage of 
the state budget - already 
three weeks overdue - sets 
the stage for a protracted 
stand-off with Mr Pete Wil- 
son, the governor. Mr Wil- 
son recently proposed a 
Slbn-a-year cut In state 
income taxes. 

The clash may also restore 
Mr Bnstamente's political 
stock, especially among 
Latinos. The speaker has 
given a lacklustre perfor- 
mance since his election last 
year. 

According to some esti- 
mates, 150.000 legal immi- 
grants will lose tbelr right 
to food stamps and supple- 
mentary benefits in Septem- 
ber. Although Mr Busta- 
mente said the cost of state 
intervention would ho anlv 
about $123,000, his call was 
immediately rejected by Mr 
Wilson's office. The gover- 
nor has consistently insisted 
immigrant issues are n mat- 
ter for the federal authori- 
ties. 

California, which is home 
to half the nation’s immt- 
erant*. many in poorly paid 
agricultural or domestic 
jobs, “ts not in a position to 
assume the responsibilities 
of the federal government", 
the governor’s spokesman 
said. 

The conflict may be the 
precursor of further muscle- 
flexing as Latino advocates 
gain increasing political 
power. Latinos are predicted 
soun to become the largest 
ethnic group in the state. 
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Tokyo pledges new corruption penalties 


By GflBan Tett tn Tokyo 

The Japanese government 
yesterday pledged to intro- 
duce new penalties for cor- 
porate corruption following 
a recent spate of scandals at 
companies such as Nomura. 

A special cabinet meeting 
convened to consider the 
scandals said revisions to 
the banking law would be 
proposed to parliament later 
th is year. 

These would aim to 
improve the system of corpo- 
rate inspection and tou ghen 


penalties against companies 
which have financial links 
with sokaiya or corporate 
racketeers, officials said. 

The sokoiya have tradi- 
tionally demanded payments 
from companies in exchange 
for not revealing sensitive 
information about thgm at 
shareholder meetings. 

The government yesterday 
refused to indicate what the 
new penalties might entail. 
Payments to sokaxya have 
been illegal in Japan since 
1982. 

But the move highlighted 


tlie Japanese government’s 
determination to demon- 
strate to the Japanese public 
and outside world that it 
wants to act against the 
sokaiya. 

Yesterday’s cabinet meet- 
ing was the first specifically 
called to consider the 
sokaiya scandals. 

Another sign of the gov- 
ernment’s public campaign 
win emerge tomorrow when 
Mr Jimicbi TFJtie, president 
of Nomura, Japan's largest 
securities company, is forced 
to testify to the Ministry of 


Finance about Nomura’s 
links with sokaiya. 

Nomura has been accused 
by the government of ille- 
gally compensating sokaxya 
for losses on a securities 

account during 1995. Several 
former company officials 
have been indicted, includ- 
ing Mr ffideo Sakamaki, the 
former president 

The company is expected 
to acknowledge at the hear- 
ing that it did have links 
with sokaxya. It expected to 
hear what penalty it would 
face from the government 


next week, Nomura officials 
yesterday said. 

Some government officials 
have indicated that the pen- 
alties against Nomura are 
likely to be the most severe 
seen in Japan for corporate 
corruption, involving the 
suspension of part of the 
company’s business for sev- 
eral months. 

However, the govern- 
ment’s plans to make an 
example of Nomura have 
been complicated in recent 
weeks by revelations of a 
similar scandal at Dai-Ichi 


Kangyo. Japan’s second larg- 
est bank. 

DEB is also expected to 
hear what penalties it will 
face in coming days, follow- 
ing the arrest and Indict- 
ment of several senior DKB 
officials over the case in 
recent weeks. 

Meanwhile, the events 
have been further clouded in 
recent weeks by the govern- 
ment’s decision to extend its 
inquiry to look at the other 
three large Japanese securi- 
ties houses - Daiwa, Nikko 
and Yamaichi. 


UK legislature 
faces first 


Port Moresby governor defeats Somare after four parties unite 

PNG elects reformist premier 


court challenge 


By Louise Lucas 
in Hong Kong 

A landmark court hearing 
challenging- the legitimacy of 
Hong Kong’s provisional leg- 
islature kicked off yesterday 
with the government’s repre- 
sentative arguing that the 
courts were not qualified to. 
rule on the subject 

The case, which is expec- 
ted to conclude tomorrow, is 
being scrutinised closely as 
the first legal challenge to 
the Beijing-backed body 
which replaced the demo- 
cratically elected legislature 
when fflnna resumed sover- 
eignty on July l. 

The new regime also came 
under fire yesterday from 
protesters who denounced 
Mr Tung Chee-hwa, the new 
Beijing-appointed chief exec- 
utive. for his position on 
departing children, labour 
rights laws and free speech. 
A new law threatens to 
deport young Chinese 
migrants for entering Hong 
Kong illegally, but critics 
say the children are entitled 
to stay because at least one 
parent is a permanent resi- 
dent in Hong Kong. 

Experts said confidence in 
the new government and the 
rule of law would plummet if 
the outcome erf these legal 
challenges showed judges’ 
impartiality had yielded to 
political expediency. 


The case that opened yes- 
terday arose from a corrup- 
tion trial in which defence 
lawyers argued that their cli- 
ents could not be tried 
because the charges against 
them ceased to exist at mid- 
night on June 30. 

The case has already been 
dogged by controversy. At 
the last minute the legal aid 
department opted not to 
assign a senior counsel, 
despite the importance of 
the case and the perceived 
need for both sides to be 
given fair representation. 

The two barristers acting 
for the defendants subse- 
quently sought to withdraw 
from the case yesterday 
morning, but were told by 
the solicitor-general that it 
would be nnathifai for them 
to do so. As a result they 
remained in court with a 
brief to assist, un paid 

The court was told by Mr 
Daniel Fung, solicitor-gen- 
eral, that there was no ques- 
tion that the rules remained 
the same after June 30. 

Moreover, he said, the 
courts of the Special Admin- 
istrative Region of Hong 
Kong had no jurisdiction to 
rule on the legality of the 
provisional legislature - just 
as the courts upder colonial 
rule had no right to chal- 
lenge acts of the UE parlia- 
ment. 


By Bruce Jacques in Sydney 

Mr BUI Skate, governor of 
Port Moresby, has been 
elected prime minister of 
Papua New Guinea after 
last-minute negotiations 
resulted in a coalition of for- 
merly rival parties. 

Mr Skate was elected in a 
vote yesterday by members 
, of PNG’s 109-seat parlia- 
' ment. He comfortably 
i defeated Sir Michael Somare, 
the country’s first prime 
I minister after it gained inde- 
pendence in 1975. Sir Mich- 
ael, who was backed by a 
coalition of former opposi- 
tion parties, had been the 
f avou rite to win the ballot 
until the People's Demo- 
cratic Movement and Mr 
Skate’s People’s National 
Congress defected to join up 
with the country’s two other 
main parties, the People’s 
Progress party and P align 
party, which had comprised 
the former ruling coalition. 

Sir Michael was also 
defeated for the post of par- 
liamentary speaker by Mr 
John Pundari, a member of 
Pangu. 

Mr Skate wiD replace Sir 
Julius Chan as prime minis- 
ter. Sir Julius lost his seat in 
last month's elections but is 



Bill Skate: bopes of stability for PNG politics 


believed to have played a 
key part in Mr Skate’s selec- 
tion as premier. 

Mr Skate comes to the job 
with reformist credentials. 
During a heated election 
campaign, he accused the 
former Chan piuwiiTnpnt of 
corruption and strongly crit- 


icised its failed plan to hire 
mercenaries for use against 
armed secessionists who 
have controlled Bougainville 
Island for almost a decade. 

This stance, and yester- 
day’s surprise release of five 
hostages by the secessionists 
as a good will gesture, have 


raised hopes that Mr Skate 
can deliver much-needed sta- 
bility to PNG politics. 

The resource-rich country 
has been wracked by inter- 
nal strife for most of this 
decade, compromising a 
number of important min- 
eral developments. The 


starkest example is the 
world-ranking copper mine 
cm Bougainville Island estab- 
lished by Rio Tinto. the 
Anglo-Australian mining 
company. 

Bougainville Copper, a Rio 
Tinto subsidiary, wrote 
down tbe value of the mine 
by K350m ($250m) in 1991. 
But tbe company reiterated 
yesterday that the mine 
retained a carrying value of 
more than K200m and that 
there was still a plan to 
resume operation “when 
conditions on Bougainville 
permit". 

Critics pointed out yester- 
day, however, that Mr Skate 
would head a government 
dominated by the country's 
former rulers. That was 
despite a clear show of voter 
anger with the old guard, 
putting 13 new independents 
into the parliament In his 
first address as prime minis- 
ter. Mr Skate said 50-60 per 
cent of the old government's 
members had gone. 

However. Mr Chris Haiv- 
eta. the former deputy prime 
minister and Pangu party 
leader, who was criticised by 
a judicial inquiry into the 
mercenary affair , was expec- 
ted to be reappointed. Mr 
Haiveta sat at Mr Skate's 
right hand during the vote. 

The new prime mini ster 
promised to establish an 
inquiry to examipp alleged 
corrupt dealings by members 
of tbe former government. 
He also promised peace talks 
with tbe Bougainville seces- 
sionists. 


China sees 
9.5% growth 
in first half 


By James Harding 
in Shanghai 

China yesterday reported 
economic growth of 9.5 per 
cent in the first half of this 
year after a surge in exports 
drove the gross domestic 
product well ahead of the 
government target. 

The economy, however, is 
increasingly burdened by 
growing stockpiles and ris- 
ing losses at defunct state- 
owned enterprises. 

The State Statistical 
Bureau (SSB) said GDP in 
the first six months of the 
year was Yn3,3l8bn ($400bn). 

9.5 per cent up on the same 
period in 1996 and up 
slightly from 9.4 per cent in 
the first quarter of this year. 

Exports were valued at 
$80.8bn, a 26.2 per cent rise 
on the same period last year, 
leaving C hina on course to 
outstrip the forecast by tbe 
prime minister, Mr Li 
Peng.that GDP growth 
would be8 per cent for 1997. 
Imports fell 0.1 per cent to 
$63.05bn. 

Government officials nev- 
ertheless acknowledged the 
looming problem of bank- 
ruptcies and mass redundan- 
cies after reporting that 
losses in the state sector 
rose 9-2 per cent to Yn67.4bn 
in the same period. Profits at 
profitable state enterprises 
were just Yn6bn. 

“Some enterprises are hav- 
ing economic difficulties and 
have seen output decline, or 
are not r unnin g at capacity 
and have sent home man y 
workers." said Mr Ye Zben. 
SSB spokesman. 

Stockpiles are also rising, 
signalling a growing prob- 
lem of over-capacity. Mr Ye 
said the value of stockpiles 
held by industrial companies 
had risen 129 per cent year- 
on-year to Yn569.6bn. 

The SSB also reported 
first-half industrial output 
up 11.6 per cent, while fixed- 
asset investment increased 

13.5 per cent year-on-year. 
China’s domestic market 
continued to grow solidly, 
with retail sales of cons umer 


China: mixed fortunes 
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goods up 12.1 per cent in real 
terms and sales of capital 
goods up 8J3 per cent over 
the same period. 

Separately, tbe Ministry of 
Finance announced rapid 
growth in tax revenue in the 
first half of this year, but 
signalled further strain on 
its national budget by 
acknowledging that expendi- 
ture increases outpaced reve- 
nue growth in some areas. 

Revenue rose 21.1 per cent 
to Yn35l-2bn. well above a 
forecast 14 per cent increase, 
giving China a surplus of 
Yn38.8bn by the end of June. 
The sharp revenue increase 
was attributed to the rise in 
stamp tax collection, after 
the rate was raised earlier 
this year to cool what 
authorities in Beijing per- 
ceive to be an overheated 
market. 

Officials remain concerned 
however, by the rising 
amount of tax owed by busi- 
nesses and that "fiscal 
expenditure in some areas 
had risen too fast, outpacing 
revenue." 


Cambodia casts long shadow 
over Asean’s celebrations 

Phnom Penh coup has so far dashed hopes of 10-nation unity 


T he new logo of South- 
east Asia's top inter- 
national club is a 
reminder of what should 
have been. Displayed at the 
convention centre in Kuala 
Lumpur where the Associa- 
tion of South-East Asian 
Nations (Asean) is to hold its 
30th anniversary celebra- 
tions this week, the logo 
shows 10 rice stalks bound 
tightly together. 

But such unity has proved 
elusive. A plan to induct 
three new nations - Burma, 
Cambodia and Laos - to join 
Malaysia, Thailand, Singa- 
pore, tbe Philippines, Indon- 
esia, Brunei and Vietnam to 
create an “Asean 10" during 
the celebrations has been 
scuppered by the recent 
coup in Cambodia. 

Now only Burma and Laos 
are to be admitted into the 
grouping and the question of 
how Asean should treat 
Cambodia, along with the 
wider implications of what 
that treatment means for 
Asean’s political future, 
casts a long shadow over the 
celebrations. 

But the new logo is to 
remain unchanged. “There is 
no point in changing it back 
now," said one Asean offi- 
cial. “We will Just have to 
hope the 10th rice stalk joins 
us soon". Asean delayed 
Cambodia's membership 
after its second prime minis- 
ter, Mr Hun Sen, ousted his 
co-premier. Mr Norodom 
Ranariddh, earlier this 
month. 

Three Asean foreign min- 
isters then took a peace-mak- 
ing mission to Beijing; Bang- 


kok and Phnom Penh, 
prompting some to question 
what had happened to 
Asean’s principle of non-in- 
terference in the internal 
affaire of member countries. 

This principle was thrown 
in the faces of Asean foreign 
ministers by Mr Hun Sen. 
who rebuffed efforts to cre- 
ate a caretaker government. 
But he has not stopped there 
in challenging Asean. 

Hrs hand-picked successor 


exile in Thailand. 

Asean’s job is made even 
harder by the fact that its 
international allies, who win 
attend the post-summit 
meeting of the Asean 
Regional Forum, are split 
over what to do in Cam- 
bodia. China, and to a lesser 
extent Japan, seem willing 
to accept Mr Him Sen; the 
US still wants the coalition 
government to oversee next 
year’s national elections. 


‘There’s no point in changing the 
logo now. We’ll just have to hope 
the tenth rice stalk joins us soon’ 


to Prince Ranariddh. Mr Dug 
Huot, tbe foreign minister, 
plans to attend this week’s 
meeting as an observer and 
has officially asked Asean to 
let the country into the 
gr oup ing by the end of the 
month. 

The arrival In Malaysia of 
a representative of the Hun 
Sen government - precisely 
the situation Asean had 
tried to avoid by delaying 
Cambodia's membership - 
puts Asean in a difficult 
position, as the organisation 
stiff recognises Prince Ran- 
ariddh. as the country's first 
prime minister. 

"If Asean accepts an 
observer from Phnom Penh, 
in this case Ung Huot, then 
.they will be recognising the 
legitimacy of the coup," said 
Mr Ahmed Yaha. a royalist 
member of Cambodia’s 
national assembly now in 


The message from Mrs 
Madeleine Albright, US sec- 
retary of state, is particu- 
larly feared by some Asean 
diplomats. “She is likely to 
praise our Cambodia efforts. 
frVxm turn around and m 
why we don’t do the same in 
Burma,” said one diplomat 
“Everybody knows the ques- 
tion is a good one." 

Signs are that tbe shift to 
greater intervention, though 
born from the short-term 
contingency of having to 
deal with Cambodia, may yet 
become a longer-term policy. 

“Perhaps it is now appro- 
priate for Asean seriously to 
consider the idea of 'con- 
structive interventions’,” 
wrote Mr Anwar Ibrahim, 
Malaysia’s deputy prime 
minister, recently, reflecting 
the views of a number of 
Asean intellectuals. 

He suggested such inter- 


vention could include help to 
firm up the electoral pro- 
cesses in Asean countries, 
an increased commitment to 
legal and administrative 
reforms, and the general 
strengthening of civil society 
and the rule of law. 

If Asean were to move in 
socb a direction, and it is far 
from certain it will, its brand 
of closed-door diplomacy 
might also be diluted 
because it would be difficult 
to keep such interventions 
quiet, observers said. Signs 
are emerging that differ- 
ences of opinion within the 
new expanded Asean may be 
more dearly on display. 

For example, Vietnam has 
expressed support for Mr 
Hon Sen, whom it helped 
stay in power during the 
1980s, and publicly opposed 
Asean’s peace-making 
e ff orts. In doing so, it irked 
many diplomats from other 
Asean countries, who recal- 
led that a decision taken by 
consensus must be publidy 
defended. 

Both Laos and Burma 
have said Asean should 
admit Cambodia right away, 
thus breaking the protocol of 
an organisation they will 
officially enter today. 

A Rangoon-based diplomat 
said Burma thought it 
important to make its views 
known. “If Burma thought 
Asean was going down the 
interventionist road, the gen- 
erals would never have 
asked to join," he added. 

James Kynge and 
Ted Bardacke 


US-Japan foreign policy split grows 


By Gwen Robinson in Tokyo - 

Japan has informed the US It is likely 
to ignore Washington's hardline 
approach to the political turmoil in 
Cambodia, and recognise the successor 
to Prince Norodom Ranariddh, the 
ousted co-premier. 

The move is the latest sign of 
Tokyo’s growing divergence from 
Washington's foreign policy interests. 
It follows rejection earlier this year of 
US requests to provide food, aid to 
North Korea. ^ . 

In tones yesterday in Tokyo, Mr 
Ya kfluko Ikeda, Japan’s foreign minis- 


ter told Mr Stephen Solan, the US 
special envoy to Cambodia, that the US 
should take a “realistic approach” to 
the Cambodian crisis. Later. Mr Ryn- 
taro Hashhnoto, Japan's prime minis- 
ter, that "even if Japan and the 
US share the same goal of establishing 
peace in Cambo 1 ** 8 ! we may differ in 
our approaches. The OS and Japan are 
entitled to hold different opinions". 

The US objected to the recent oust- 
ing of Prince Ranariddh by his co- 
prime minister, Mr Him Sen, and has 
signalled disapproval of his decision to 
c o n v e n e a plenary session of the Cam- 
bodian parliament on July 28 to 


approve a new co-prime minister. Tbe 
new co-leader is likely to be the for- 
eign minister, Mr Ung Huot, but Wash- 
ington has said it has no intention of 
re c o gnisi ng the appointment 
Mr Solarz said yesterday that parlia- 
mentary endorsement of the new co- 
leader would be meaningless in the 
a frsw ee of members of Prince Ranar- 
iddh's party, Fnncinpec, who hold 
seats in the Cambodian national 
assembly. He stressed that Cambodia 
should abide by the peace agreement 
brokered by the United Nations in 
1991 that put an end in civil war in the 
country. 
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GLOBAL 

CLAIMS PROCESS 
TO IDENTIFY OWNERS 
OF DORMANT 
WORLD WAR II-ERA 
ACCOUNTS 

Today, as part of a new, expedited claims process, die Swiss Bankers Association is 
publishing the list of all known World War II-era dormant accounts of non-Swiss 
individuals. This initiative will be administered by an international board of trustees 
and supervised by the Swiss Federal Banking Commission and the Independent 
Committee of Eminent Persons ("ICEP") chaired by Paul Volcker that was established 
to identify dormant accounts of Holocaust victims. 

□ The claims process is dear and simple. No fees are involved. 

□ The published list contains all known dormant Swiss bank accounts 

opened by non-Swiss customers before the end of World War II. A separate list 
of individuals who hold powers of attorney to these accounts is induded 
to provide additional information. 

□ A list of all World War II-era dormant accounts of Swiss citizens will be made 
public in October. If any additional accounts are identified by the ICEP audit, 
they also will be made public. 

□ Because some accounts were held jointly and some account holders granted 
powers of attorney to others, there are more names listed than actual accounts. 

□ Ernst & Young, the international accounting organisation, will help individuals 
to submit daims in connection with the published list. Emst & Young has set up 
contact offices in New York, Tel Aviv, Sydney, Budapest and Basle. 

□ An international panel of independent arbitrators will evaluate daims under 
relaxed standards of proof. 

□ Claims to published accounts will be resolved as soon as possible with a deadline 
of one year. 

□ The Swiss banks are committed to using unclaimed Holocaust-era funds for 
humanitarian or charitable purposes. 

Please come forward. You will receive prompt and serious attention. 

Thank you. 


If you recognise a name on the list and believe you are the rightful owner of a dormant 
account, or if you have any information that would assist in locating a rightful owner, 
please complete the Information Kit Request Form and send it to one of the 
Emst & Young contact offices listed below. You will receive an information kit written in 
plain English which describes fully the daims process and explains how to file a claim. 
Should you have any questions, please call the following freephone number: 

0800 73104 51. 

■ Emst & Young LLP do Dormant Accounts 

R O. Box 1880 Radio City Station, New York, NY 10101-1880, +1 2123440610 

■ Kost Levary and Forer, do Dormant Accounts 

2 Kremenetski Street, Tel Aviv, Israel, 972 3 6232525 

■ AT AG Emst & Young, do Dormant Accounts 

Aeschengraben 9, R O. Box 2349, CH-4002 Basel, Switzerland, +41 61 2720811 

m Ernst & Young Kft, do Dormant Accounts 

1146 Budapest, Hermina ut 17, Hungary, +36 1 343 5117 

■ Emst & Young, do Dormant Accounts 

The Emst & Young Building, G P. O. Box 2646, Sydney, N. S.W. 2001, 

Australia, +61 2 9248 5736 

■ http://www.dormantaccounts.ch 


i 1 

Information Kit Request Form I 

Please send me information about the Claims Process: 

Name . 

Street __ — - j 

Town - — County Postcode j 

Country .. I 

Daytime Phone Number : I 

Please specify preferred language: ' 

□ English □ Yiddish □ Hebrew □ German □ French 

□ Czech □ Hungarian □ Itaiien □ Polish 1 

□ Portuguese □ Romanian □ Russian □ Spanish i 


PLEASE NOTE THAT THE INFORMATION KIT INCLUDES 
A LARGE TYPE COPY OF THE LIST OF DORMANT ACCOUNTS. 
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Am ard. Georges Louis. Paris, F 
Ambroise. Pierre, Nancy. F 
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Ammartn. Johann, USA 
Am m ann Dr, H.L. New York. USA 
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Andlauer. Pierre and Betty Benfeid. F 
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Arnold, Ida. D 
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Aronow Gillel. Wildau. D 
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Asaka. Mitsura. Vienna. A 
Asanoski. Asan. Straga S R M MK 
Aslan N'essim. Inssim 
Asbngul. G. Mr.. Pans. F 
Asmis Dr Rudolf. Wiesbaden. D 
Auberger. F 

Aubron-Guerm. Odette. Para. F 
Audibert, Jean Marcel and Claire. Nice. F 
Auge. Iuan 

Au gusto. Maria. Rorschach. CH 
Auschlager. Paul 

Axelrod. Emma Ernestine. Vienna. A 
Aynen. Ruhr, Lorrjch. D 
Bacdietta. Adolfo. Port Said. ET 
Bachmann. A.H.. Lisbon. P 
Bachrach. Wilhelm. Zurich, CH 
Bachschmidt. Alfred. F 
Baierl. Theresia. Hoflach bei Fehring. A 
Bailiy, Max. F 

Baldens perger. Auguste and Madeleine. 

Mulhouse. F 
Ballif. Henri. Tour. F 
Balog, Jacques. Vienna. A 
Balthasar, Waldemar. Shanghai. China 
Bathe India Rubber Company Quadrat 
Riga.LT 

Baltzinger. Frederic and Maria. Steinbourg. F 
Baptault. Andre and Anne-Marie. Chalon Sur 
Saone. F 
Bar. Ernesto 

Baranger. Jacques. Le Mori. F 
BaranskL M.C.. Oceanside. CA. USA 
Barbe. Andre Louis. Paris. F 
Barbisin, Ortenilloi Goldach. CH 
Baron. Albert. Lille. F 

Barrios Y Aparido De Alcala Galiana Maria, 
Madrid. E 

Barth. Anna. New Milford, USA 
Sartos, Ladislaus. Budapest, H 
B&rtschi. Walter. Barcelona. E 
BaruL M-T and Leon. Paris, F 
Bas Dr.. Otokar and Berta, Prague. CZ 
BaseQi Dr.. AnL. Gorizia. I 
Basin, Antoinette. R1 
Bassaget, Augusta. Marseille, F 
Basscls Y Olivar. Ines. Barcelona. E 
Baud, Hyacinthe. F 
Baudou. Pierre. Saint-Erme. F 
Bauer. Theresa W.C.. Denver. USA 
Bauer. Willi. Thuringen. D 
Bauer & Co, Constance. D 
Baumann, Georg Constance. D 
Baumann. Rene. Hegenheim, F 
Baur. Melanie, Wittelsheim. F 
Bavinchove Van. Pierre Adrien and D6sir6e. 
Paris. F 

BeaucamoL Marcel and Rent Paris, F 

Bechet Luise. Gera. D 

Becker Dr.. Erich. Naum burg. D 

Beer. Fredinc Bruns tad t, F 

Beger. Mathilde. Constance. D 

Bda|ewskaja, Natalie. Bordeaux, F 

Belisha. Maurice. F 

Bellejame De. loseph and Yvonne. F 

Beil ion, Madlrine, Paris. F 

Beneck, Yvonne 

Bene9. Otto and Ida. Ink Hradec CZ 

Beppu, Setsuya, J 

Birard. Henri. Vevey CH 

Bereciariua Y Benedicto Da Luis, E 

Bcrgel. Egon. Vienna, A 

Berger. William. D 

Berger. William, Dresden, D 

Beiges. raul, Nice, F 

Berkeley- Calcott. A. Mr.. London. GB 

Berlinger. Elisabeth. Dornbim. A 

Beriitzer. Olga. A 

Bertilzer, Valeria. D 

Bernard, Pierre. Irkutsk. RUS 

Bemett Heinrich, Holland, NL 

Bernier. Georges Marie. Geneva, CH 

Benuer. Josephine, Grenoble. F 

Bernis Comas, Alberta Paris. F 

Berolxheimer. Herta, Nice t Vienna, F i A 

Berreteajp, Maria, E 

Berry, CarL Frankfurt, D 

Berta, Gabriel 

Berthold, Paul Sydney AUS 
Bertuck, Erich, Engelbert^ CH 
Bethusy-Huc. Albrecht and Anastasia. CH 


Beehani, Erifiti, Marseille F . 

BezirkssparkasseGoilingen, Callingcn. D 

fjhusdi. M. Rheinfelden. D 

Bianchi, Umberta Geneva, CH 

Bienger, Ernie. Rheinfelden. D 

Brfcelzs. Dimitri Paris, f 

Billing, Henrietta Trieste, t 

Bilteryst. Jacques-Jean. CH 

Binder Frieda Belgrade. HR 

BtrkeL G us Live. Colmar. F 

BrUerim, Jules Andrf and Louise Nice. F 

BLickmer. Kara Andrea Karoline. Geneva. CH 

Bianc. Berthe, MC 

Blanc. Marcel M.. MC 

Blanchard, Alice 

Blank. Camilla. Leverkusen. D 

Blank. Herrmann, Zagreb, YU 

Blank Dr . August Leverkusen, D 

Blatter, Lucie, Bucharest RO 

Blech. Charles Emile. Parts. F 

Blimakotf. Nicolas ML, ! 

Bloch. Albert. Mulhouse. F 
Bloch. Lea. Zurich, CH 
Koch Rene. Paris i Strasbourg. F 
Blum. Otto. Hoechst. A 
Bfuntxhb -Meissner Olga, Nice, F 
Bode. Wolfgang. Bad Hombuzg. D 
Bodenehr. Adolph Albert London. GB 
Bodenheim Dr . Herbert New York. USA 
Bodenmann. Giovanni and Josephine. Rome. I 
Boer De Dr.. .Alexis. Budapest, H 
Boerris, Women Brettorf. D 
Bocswillwald. Nofem. Le Havre. F 
Bogdan. Cede. St Gallen. CH 
Bogdanowski. David. Berlin. D 
Bdhlen. .Alfred. PA 
Bohn. Kaare H.. Oslo, N 
Boissonnadc Max. F 
Bonnard d . Georjges-ChrisHan, Paris, F 
Borai. Stamsiaw. Warsaw, PL 
Bordas VidaL Antonio and Salvador. 
Barcelona. E 

Borgeaud. Denise. Paris. F 
Borselh Manna. Zervreila 
Bosch. .Adolf. London, GB 
Baskorits. Alice and W. Zurich. CH 
Boss. Hugo. Uetringen. D 
Bossard. Marcella Rome, i 
Sosshord, Louis [akob Erlenbach. CH 
Bottema. Marie. Monte Carla MC 
Boucher. GHina. Docelle. F 
Boucheras, Jules-laseph 
Boullaire. Robert. Pans, F 
BourdiL Francois -Fernand. Paris. F 
Bousquct Henn. Pans. F 
Souza. lose. Rapperswil. CH 
Boyer. Carmen. Pans. F 
Brack. Elisc. Karsou. D 
Braegger. loseph Hcinnch. Vinna USA 
Brahms. Emst Hamburg D 
Brand. Juluis. Bucharest. RO 
Brauec Lina. Nice. F 
Braun. Athens. GR 
Braun, Lina. SchtUigheun. F 
BrauneL Walter E.. New York. USA 
Braunwald, Jean. SchilHghetm. F 
Bredow. Edith M.O . Bonn. D 
Breitel. Edgar. SelestaL F 
B render. Gaston. Mulhouse F 
Brest-Dufbur Raymondeand leanne. Rueil- 
Malm arson. F 

Brewster. Elisabeth Imogen. Firenze. I 
Brevnat Georges and Jeanne. Pans. F 
Briand. Jacques Pierre Victor. Paris. F 
Briicmann. Christ.. Brussels. B 
Bnsset Paul and Juliette. Paris. F 
Broca. Jean. Megeve. F 
Broch. Laura, USA 
Brockhaus FA.. Leipzig, D 
Brod Dr., Isidot Vienna. A 
Brodsky H -Jakob. Hohenbuchen. □ 

Brolis. Antonia, Bergamo. I 
Brubaker. Robert S. CH 
Bruckner. Leonard. Zirmlorf. D 
Bran. Robert Bratislava. SK 
Brunei. Else, Mimes. F 
Brunner. Luise. Vienna. A 
Bras Bern. Ch. Ms., Mulhouse, F 
Brybnska. Madeleine, Herkourt. F 
Biichi. Elise Louise. CH 
Buehler. Edith. Dombim. A 
Buergi. Ernest Berlin, D 
Bullough. John Martin. Halsall i Omikirk. 
Lane GB 

Bunzh. Richard. Buenos Aires. RA 
Burchhardt Friedrich, Moscow, RUS 
Burdin, Henri, Besancon. F 
Buresch. Karl Maria. Feidlurch. A 
Buschmann. PauL Leipzig, D 
Cabiglio Dr.. Bernardo and EJise. Trieste. J 
Caefcani Di Bassiano, Marguerite, I 
Cairoli. Giovanni Schvvyz. CH 
Cakic. Uros. YU 

Calafell Y Adroer, Ana and Ignacio and 
lose O, E 

Calderon. Francisco, Madrid, E 
Cara coo la Di Brienza, Berchen-Ste Agathe, F 
Carey Amy London. GB 
Carmen Sodetate Anonima Romana Fentru 
Transporhiri InUMantime, Bucuresti. BG 
Carmi Elisabeth. Jona. CH 
Cameiro, lea us Manuel, Schmerikon, CH 
Carnot. Jean 

Carraud. Paul. Neuilly-sur Seine, F 
Carrel. Maria. CDN 
Camel Marius. CDN 
Carrier. Antonin and GotiJde. Lyons, F 
Carter Co. SA. Rome. I 
Cascardi Francesca I 
Catenazzi. Raphael Loza I 
Cattaneo Dr.. Bregna no -Milanese, I 
Caubet Rente and Louise. Pans. F 
C&rmik Da Boerivoj. SK 
Chalbaud Y Errazquin. Manuel. 

St Jean De Luz. F 

Chamayou. L6on and Thdrese and Antoinette. 
Toulouse. F 

Chamber, Jeanne. Paris, F 
QiamHet. Jeanne. Montreal. CDN 
Chapulut Michel Grenoble. F 
Charassouchin, Aron Henn Arkady. Stoob. A 
Chasid. Germaine, Pans, F 
Chaudey Alfred and Anne and Pierre. 

5t Albin. F 

ChavanJs. Maurice, Chalon Sur Saone, F 
Cheize-Alby Wanda. Ruhla. D 
Giieze, Marie, Livoma I 
Chris toy ianaki. Iphigenk. Athens, GR 
Ciampi. Angela ! 

Cibiei. Ernestine, Grasse, F 
Clapes Bauer. Julita. Barcelona, E 
Cohnstaedl Hans Jakob. Chicago. USA 
Cohnstaedt Ludwig and Rosa. Frankfurt. D 
Cohrutiedt, Wilhelm 
Colia Eugenie. Vincennes. F 
Colls, Yves-Jaeques 

Commerce Universal Esfabl Sehaan, FL 
Conceicaa Salvador, Paris, F 
Connor. Elsa. London, GB 
Conrad, Carla Valerie Lilli. F 
Constms. Paul, Cognm, F 
Constanlmesco. Lydia. Bucharest, RO 
Constantinesca Marie. Bucharest. RO 
Constanhnescu, Nicolae N.. Bucharest, RO 


Cesserat. lacquo and Pw«l Am,crr ' F 
CtRtrrial. Eugenic Valence F 
Courhal, Rudolf. Frankfurt-Nrtsicr- 
Erlenbach P 

Coulil*. Loui« Shanghai China 
Couturier. L . Pan> F 
Cozen, Edouard. Lyon*- F 
C«on. Jane. Lyons. F 
CrcpdW. Andre and Georges. Palis i 
CresctH. lean and Madeleine. Pans. F 
Cretien. O and G . P 

Cretin. Robert Aristide Bois P Amrat ? 
Cretius. C.and G 
CrrudaL MiM Zagreb. HR 
Croset. Hetenc. Milan. I 
Crur. Antonia Hcrrbrugg. CH 
Curt De La Mctropole Chamber*-. F 
Cymbaliatv. El^a leniwlem. IL 
Cypri«t-Fabre. Mured and Luciennr, 
Marseille. F 

CzwLesow. Pa«vel. Warsaw. PL 
Czychi, Eherhard. DucssHdort, P 
D AmphcmeL Michel. Pleybm F 
d'Andigne and De Langlr Marqui-rf Ofcvwr 
Paris. F 

D'Armagnac. Margueiile Mane Pans- F 
d'Arunau De Pouydragutn. loui- Marie 
Gaston and lean Mane Amaud, Pari- F 
D’oradle. Rente, fans, F 
Dali. Jorgen 

Pallet Dr.. Rafael Bi+ko PL 
Danes. Arthur. Prague. CZ 
Dariel. Madeleine. F 
Darragh John. Belfast IRL 
Dassetrezel Marie Nice. F 
Daubron. Henn. Pans. F 
De Acevedo. Mana .Adelu. Buenos .hires R.-V 
De Bardi Borone-se Adrigonde De 
Bourbon. CH 

De Beliescize, Georges. Paris. F 
De Bertrand Pe VauW Vicomtrtrf. Thnbr. F 
De Bizien Du Uzard. Guillcmette Pin-ben F 
De Blcuiay. M.A, Marrakcth MA 
De Bonddi. Albert 
De Bony De* Egaux. Leon and 
Marie- Lou we, F 

De Chassdoup-Laubsit Louis and Mane 
Louise. Pans. F 

De Chaheauncut. Nouth-*jna. Btwcndcn. P 
De Chavjgnac Comic Vivicl Moulin F 
Pc Charnel. Felix. Marseille. F 
De Costantim. Franklin 
De Crescetuo. Carlo 
De Dorlodot Baron. Albert and Charles. 
Ftorcffe. B 

De Escoriaza V Aurrecoochea Viuda De 
Remes. Maria Joaquina and Inc* Nemesia 
San Sebastian. E 

De France. Henri. St. diamond F 
De Galindes. Maude. Pans. F 
De Glatigrry. Comtesse lessor ( and L.. 

Paris, f 

De Goovea. Nabucci 
Dc Gregon. Cuiscppe. Genoa ! 
DeGuichcn-Vnllard. Comtesse. Paris, F 
De Janmcz, Bertrand. Paris. F 
De long Zgg. F 

De La Roche foudaud. Marguerite, Plesst- F 
De La Sabliere. Marguerite Mane Anna 
Loui«e. Benodct F 

De La Tour Maubuurg. Anne Loiir-v Marie. 
Para. F 

De Lafcmt La MarquM. Charlotte. F 
De Luppe Pe Cosse Bra»ac VlcortUesat 
Anne Mane Mathilde Franvw*. Arles. F 
Dc Maillard. Pierre and lean and Marie 
Caroline. St. Loup. F 

De Malct Comtesse DeTanouam. Madetame 
Mane Pauline. F 
De Marisy Paris. F 

De Martinez, Mana. Cuarenta Fancgas. E 
De Matas De Nicolau. Luisa. Barcelona. E 
□c Menthon. Franc Bernard Marguerite 
Marie. Nancy. F 
De Montety Helene. Paris. F 
De Namuroy Jean. Nice. F 
De Talma. Ralfaelc Milan ( 

De Poles tad Maria Eugenia 
Dc RudaL Adrien and Fide* and Guy. 

Olcmp* par Rndez. F 
De Rougemont. Rene. Paris. F 
De Samt-Marc. Henn and Andrec. 

Fondcibrol par Calvuc F 
Dc Sahgnac Fenekm. Helioo and lean. Paris. F 
de Sayve. Olivier. Shanghai. China 
De TolhoueL Comte and Comtvs*e .Mam. F 
De lanfarn Di Monialta Emilia. CH 
DeVaufreland Vicomie. Louis 
De Villiers De La Naur. Jean, Parrs. F 
Dc Vbgue. Jean, Paris. F 
De Vuiitdi, Dousdun Pierre Paul and 
Antoinette and Vladimir Antoine. Paris. F 
De Ybarra Y Lasso De La Vega. Jose Mona 
De Zubiria Y Gamica. Carmen. Bilbao. E 
Dedides Dite Roussdot. Jeanne. Parts, F 
Deffmez, Georges Joseph and Horten *e 
Jeanne Ghislaine. Marqueglise par Reasons 
5ur Matz, F 

Dejeant, Paule. Montpellier. F 
Del Solar Y Maestre. .Amparo, E 
Dela place. Fernand and Eugene. Paris, F 
Delcayre. Maunce-Albert and Roge and 
Marie-Loulse. F 
Delegation Du Japon, CH 
Ddcstre. Lucien, Lille. F 
Ddlavcdova. Angelo, Tirana l 
Demen tieff, N.. Yenifeysk 
Demmer. Werner, Cologne. D 
Dengler Dr.. Daisy Speyer am Rhein, p 
Denis. Louise 

Denney. Emihe. Winnipeg. CDN 
Deiuler. S . London. GB 
Deroux. Edgar and Marie, Thonon- 
Les-Bains. F 

Desbribre, Laure. Marseille. F 
Despin. lean. Bvirdejux. F 
Detshy. Karl Fnednch. Budapeil. H 
Dcutsch. Stefan B . Ve*aprvm. H 
Deitfi. Albert. ROU 
Dieboid. KIjus. Aalcn. D 
Diedndv*. German, Buenos Aires. RA 
Dietrich. Paul 

Diez. Bernhard me Constance. D 
Digneffe, Valeric. Liege. B 
Dinkel, Alfred 
Dittmar. Alfred Lmprig P 
Dittmar Dr. Eugen and Mara*. Bad 
Kissingen. D 

Dobrovici. Georges, Pan,, f 
Donat, loseph. Fontaine *-ur Saone. F 
Donnor. Jnhannes and lam*. Riga LT 
Dorgen*. Gottfried and Margaide. 

Cologne-Vippe*. D 
Doumes. Ticrrc and lacquc* 

Orach. Joscfmc. \ ienna A 

Draho*. lohunn H 

Dray. Leon. Monlc-Cario. MC 

Dredislcr. Kurt. Bergamo. 1 

Dreyfus. Andre B.. Pans. F 

Dreyfu*. Silvain and Andre. Ba-4e. CH 

Dreyfus. Sylvain. New York. USA 

Dreyschartt. Elfricde. Gernrmleam Harr P 

Dric-ich. Emilio 1 

Drom. Marie Ameiie and Ceorges. Pan*. F 
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Dl. 5 ticks toff- Handebges. Krauch & Co, 
Shanghai. China 

Du Chalard, Annie. Le Chalard par 

Buialeuf, F 

Pu Temple Comte De Rougemont Godefroy 
Chads, F 
Dubler, H.. E 

Dubois De. Henry Made. F 
Dubosson, Marie. New York. USA 
DubreuiL Emmanuel and Ctdlc. Evry F 
Duchosai. Louis Blaise. Bourg Vniz en 

Sallaz F 

Pucmer. Umit 
Ducz. Eve. F 

Dufoureq-Lagelouse, Luden and Marie- Rose, 
Paris. F 

Dujardin. Raymond arid Madeleine, Erm'ont F 
Dulecp Singh. Catherine (Princess), 

Penn i Bucks, CB 
Dumas. Gilbert. Lyons. F 
Dupre, Albert. RomiDy siSeine Aube, F 
Duprt. Lucten. F 

Dupuy Rene Gaston Auguste. Paris. F 
Durand. Berthe. Paris. F 
Duringowitz. Ernst Heerbrugg, CH 
Duschnib, Katharina. Vienna, A' 

Dusk.es. Alfred. Monte Carlo, MC 

Eber Dr., Albert and Jessie M., Stuttgart, D 

Eberatallec. Maria, Vienna. A 

Eblin Dr.. Paul and Alice. Strasbourg, F 

Ebner. Pierre. Lyons, F 

Eckert, R.. USA 

Eder. Elis*. A 

Eder. Hons. CH 

Eftimiu. Constantin. Bucharest RO 
Egger. Hietta Hcnriette, Berlin, D 
Egger. Konrad. Gottmadingen. D 
Ehrhjrdt Kate Louise, Gundelsheim. D 
Ehrmartn, Willy and Flora, Antwerp, GB 
Eigenschink, Franz, Heidenreichstein, A 
Eisendle Dr.. Richard, A 
Eisenstaedt. Felix. Skoie-Groedlow 
Eismarm. KarL Constance, D 
Eisner, Edith. BR 
El RabadL Johanna, Feldkirch, A 
El-Khayat Dr., Mohamed Rashad, Vienna, A 
Elikofer 

Elkann. Judith. Montbdiard, F 
Eller. Alois, Langtaufers 
Emine. H-. Teheran. IR 
Enescu Prot Dr. Jon, Jassy RO 
Engel. Camille and Marie- Augusta, 
Raon-lElape. F 
Engelson. Libo. Riga. LT 
Enkel. Hermann. Berlin. USA 
Ensesa Guberf. Jose. Geneva, CH 
Epa Europaeische Patentanstalt, Schaan, FL . 
Eppinget Hans and Georgine. Vienna, A 
Enas. Carlos, St Gallen, CH 
Erikson. Oscar. Paris. F 
Ernst Gertrude, Vienna, A 
Ernst Dr.. Lucy H.. Zurich. CH 
Escauriaza EJpina. Antonio. E 
Eser. Hermann. Munich, D 
Etabiissements John Kinsmen SAR.L., F 
Europaeische Marketing. Schaan. FL 
Fabrica De Spirt Jacques Brunner Succesori 
Josef Hem merle £c Ca. Bacau. RO 
Fantaiuzi. Crurien, Pans. F 
Feder Dr.. Alfred, Wroclaw D 
Feenders Dr., Hugo. Em den 
Fcterberg. Salomon. Warsaw PL 
Fehlmonn. Jean. Mulhouse. F 
Fehnnger. Helmut. D 
Feigl. Rudolf. Vienna, A 
Felling, Charles Emile. San Francisccx USA 
Feldstein. Clara and Avrarn. Bucharest. RO 
Fenner, Peter and Manette and Pa trie, 

Venezuela. YV 

Fernandez. Fernando Escalante, Madrid. E 
Ferrere. Marie Valentine and Marguerite 
Mana and Maurice Guillaume. Algiers. DZ 
Fes fa, Nicola, Cairo. ET 
Felz. Edwin. Lustenau, A 
Ficacci Dr., Luigi and Irisie, Rome. I 
Ficarra, Hlippa. Rorschach. CH 
filid, Marcd and Marguerite, Pans. F 
finaz, Madeleine. Paris, F 
Fischer. Emma. CH 
Fischer. Hermann. USA 
Fischer. J. M.. MEX 
Fischer, Marie, Mulhouse. F 
Fischer, Marie H.. Alexandria. ET 
Fischer. Robert Pans, F 
Fischer Dr.. Max, Stuttgart. D 
Fischmonn. Norbert. Munich. D 
Fizely Tusi. Vienna, A 
Flachat. Pauline and Georges, F 
FJadifeW, Jeanine-Fannj* Ncuifly s/5 eine, F 
Fleischnunn, Paul. New York. USA 
Foa. Marco and Hiline. Romee, 1 
Foch. Marguerite. Paris. F 
Fock, Nadine 
For ter. Boris. London. GB 
Fossard, Albert, Parts. F 
Fra mm el Dr.. Fritz, Ludwigsburg, D 
Franc, Luoen Antoine and Denise Marie 
Marcelle. F 

Frank, Helmut, Balingen, D 
Frank Dt.. Michael. Belgrade. YU 
Franke. Dons and Dagntar 
FrankeL Karl 1 . Amsterdam. NL 
Fraternal*. Pietro. Montecchlo. I 
Frcire Ferrer. Eugenio, Barcelona, E 
Frelon. Madeleine. NKe, F 
Frey. Francesco. Florence. I 
Friedel. Anna. Masevaux. F 
Friedcl. Augusta, Masevaux. F 
Friedel. Auguste. Cernay F 
Fnedman, Rejla, Lodz, PL 
Frigge. OttrJfe. D 
Frlaig. Albrecht. Schrarnberg. D 
Froehlich. Otta Zagreb, HR 
Frube. Gertrud. Noll ingen. D 
Fuchs. Elsa. Bad Schand.ru. D 
Furlaud, Maxime. F - - 

Furot. Fnto. Bzenec. C2 
Gadgebowsky. Alexander; Wiesbaden. D 
Cj tenor Blanche 
Gailbrd. Paul. F 
Galan. Mana. Rorschach. CH 
Caliber. Albert. Evijn-Les-BjJns, F 
Gjiicki. Jean Mane Engine and Fredirique. 

Evian-Les-Bains. F 
Galinsla J. Mr- Szamotuly PL 
GalL Louis. La Roche Condon. F 
Gall. Robert. La Roche Condon. F 
GjIIi. Franz and Paula. Caranscbes. RO 
Gaik Simone. Blessogno. I 
Galliot. Hcnn and Helene. Besancon, F 
C.amanj. Cesar. E 
Ganahl. Clementine. Frldkirch, A 
Gang Robert Smgen. D 
Gang. Rosa. Hinterzailen. D 
Gam hot Van Dcr Meersch. Georges and 
Manc Theiese. Brussels. B 
Garcia. Juan. Rnr'chach. CH 
Gama Moru Luisa. Rorschach. CH 
G j r ric. H uguettc-Modc leinc- Marie- Amdie 
Game. Max 
Garni.. Pierre. Agcn. F 
Ga'Sart. lean ClowJe 
Gas^rr Marie. Soulb, F 
Gather. Herbert. Mcllnwnn. D 


Gaucher. Louis and Blanche Josephine, Paris. F 
Gaultier, Madeleine, Calais, F 
Gazoia, Alessandro San Rem a I 
Geiet Brunei Asosa. I 
Geissbuhler, Ernst, Brussels. B 
Gemuseus. Hans R- Genoa, J 
General Chartering. Schaan, FL 
Geofr oy. Phiilipine, Aleppo. SYR 
George, M.R., Washington D.C., USA 
George&cu. Elena, Ploesh, RO 
Georgescu. Elena Gt, Ploesti, RO 
Georgi, Rudolf and Marie Thfrtse and Carl 
and Rene. Berlin -Zehl end o rf. D 
Geraerts, HMUC1 Ha pert. NL 
Gerhard. August, Strasbourg, F 
Gerhard, Wolf Harbin. CB 
Gerodettt, Hanna. Luino I 
Gersdiel Luden, Levallois-PerreL F 
Cerspach, Hermann, Wyhlen. D 
Geslin. AlWnque Nicole, F 
Geyen Wilhelm Jun.. Augsburg, D 
Gheorgtuu. Mifrai. Bucharest RO 
Ghio. Ulderinv Bogonasco, I 
Ghneno. Josi Gan. E 
Girani. Louise, Paris, F 
Giros. Paul Emile and Louise. Ancerville, F 
Gisinger, Hildegard. Hohenems. A 
GlQcksthai, Ludwig, Budapest, H 
God et. Rene and Jeanne. St. Adresse, F 
Goetz, Jonathan and Maria. Strasbourg, F 
Goetz. Waller, London. GB 
Gohm, Heinz. A 
Goldman. Barney USA 
Goldstein. Berek. Warsaw PL 
Goldstein Dr.. Oscar, Volos ka, HR . 

Golem inoft, Avxenthy CH 
Gollmayr, Rosmarie, Lustenau. A 
Gomez. Juan Jmenez Madrid, E 
Gonnet Louis and Jeanne. Lyons, F 
Gonzalez. Angeles, Rorschach. CH 
Gonzalez Lasa, Maria. E 
Gorbatschoff, Maria 
Cordon. Frank W., USA 
Gottwald. Georg, CH 
Gourdon. Charles. St-Mande, F 
Gourdon. Jeanne, St-Mandf, F 
Gowdy, Willard, Pearisburg Vi, USA 
Goy, Germaine, Paris. F 
Grasd. Rudoplhina, Vienna. A 
Grasset. Marie. Montpellier. F 
Greffkes, Ferdinand. Berlin. D 
Grcig, L.l_ London. GB 
Griese. Leopold. Lodz. PL 
Grigorian Dr, ComeJiu. Bucharest, RO 
GriseJ, Prosper and Madelaine, Neuilly F 
Grivart De Kerstrari, Paris, F 
Grossbart, Otta Riga. LT 
Grosselin, Joseph and Jeanne-Madeleine. 

St-Germain-En-Laye. F 
Grossmann. Rudolf and L and Charles Jean 
Roddphe. Austin, Texas, USA 
Grosz. Annand. Paris, F 
Grube. Hermann. Dantzigi Gdansk, PL 
Gruhne. Max, Oberbayem. D 
Grunfeld. Else. Nice, F 
Griininger, Gunther Peter. Stuttgart- 
Rohracker. D 

Gsell, Peter Josef. Kempten/Allgau. D 
Guaila 5anchez, lose. E 
Guarise, Anna. St Gallen. CH 
Gubisch. Waldemar, Berlin. D 
Guebeli, Eugen. Marietta, USA 
Guebelu Joseph Friedrich, North. USA 
Guebchow Clara. D 
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Porrct. Enriqveta. E 

Porta tius. Karl, Berlin. D 

Porte. Henri and Henric. F 

Pospisd. Francesco Turin. 1 

Pragier. Raymond. F 

Prang. Mar the. Colmar. F 

Pransmlz. Friedrich. Cologne. D 

Pratt. Josephine. Lodi I Milan. 1 

Prats. Carmen. Valencia. E 

Predovic A.D.. Belgrade. YU 

Preis. Harold. Vienna. A 

Freshopino. Felice. Cairo ET 

Prodancf. Chnstu. RO 

Prodon, Anna. St. Cfiamond. F 

Prodon, Paul. La Bniy&re-Izieux Loire. F 

Provjit, Georges and Germaine. Pans. F 

Pruessner. Hans-Henrich. Diepoldsau. CH 

Fruvot, Marianne- Alice. Sceaux. F 

Przepiocka, David. D 

Pugin. Albert. Paris. F 

Pujol. Thomjs. Nauriev 

Pujof. Thomas. Buenos Aires. RA 

Quripo De Llano Y Fernandez. M.. £ 

Quiet. Bent. Nykobmg. DK 
Rabinovici. Samuel. Bucharest RO 
Radegonda. Anne-Marie. Bo is D’Amont. F 
Radulescu. Ella. Bucharest RO 
Ralli Fu Cosfantino. Argenhna. Trieste, J 
Railing. G 5 LH.. GB 

Ramos Pinto Da Cunha. Ottlia and Maria 
Amelia Rosa and Maria Izabel and 
Goncalo and Chris to van and Alfredo. 

Villa Nova De Gaia. P 
Randu. Simon. Lyons. F 
Raschkoff. G corgi W.. Razgrad. BG 
Rast. Michael. Geneva. CH 
Ratt. Erika. CH 
Rauch. Franz. Rankweil, A 
Rauch, Max. Salzburg, A 
Rausch Scrim J.W.. Constance. D 
Raven et, Berthe, Giorgio Maggmre. 1 
Ray. Joseph. Paris, F 
Reber. Peter. Rheinfelden. D 
Reber. Wilhelm. Frankfurt a.M., D 
Rei. Vincenzo, Le Senbei; CH 
Reinhold. Mignon 
Reinke. Helene, Ueberljngen, D 
Reisinger, Herbert. A 
Keitec Hubert and Helga, Hanover, D 
Romanis, JuIijs-Teodor$, Riga, LT 
Remanis. fulip -Theodors, Riga, LT 
Remond. Henri Edmond. Roche Sur 
Rognon. F 

Remond. Julie. Manois. F 

Renouard. lane and Catherine. 5t. Cloud. F 

Reusser. Alfred. USA 
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Reuter Carl. StuHgart.D 

Rev Comte***- F 

^Jeanne. leanne. Rhodon-Chevreuse 

Rhein Dr.. Lucie. Strasbourg. F 
Rjbcyrx^. Mjrguerile. Pam. F 
Ricca. Jos*. Buenos Aires. RA 
Ricejrdo. A.. CZ 
Richardson. Georges 
Richonmer. Emilie Claudine. Lyons. F 
Richshoffer. Frederic. Paris. F 
Richshoffer, Lfonie and Frederic, 

Strasbourg. F 
Richter. Hans. IR 
Richter. Maria 
Richter. Marie 
Richter, Theodor 
Rickmers, A.. CH 

Riedel. Oskar and Frieda. Munich. D 
Riesen. Heinrich. Pesochnoie. RUS 
Rigas Augludenu Un Mineraludenu Fabrika. 
Riga. LT 

Riguzzi. Giuseppe. Bologna. 1 
Rilke, Herbert. Maiiand. I 
Rinherknecht. Angela and Rene. Colmar. F 
Ritter. Antoinette. Yokohama, J 
Ritter -Luterhacher. Rob.. Berlin. D 
Rivier. Jenny. F 
Rivier ProF.. W.. F 
Rivoire. Icanneand Pierre. Nice. F 
Rizzi Dr, W, Vienna, A 
Robert. Germaine. Sarrebourg, F 
Rochiine. Mart Paris. F 
Roeder. Max Curt. D 
Roescher E.O.. Linz. A 
Rohonyi Dr.. Nikolaus and N.. Budapest. H 
Rohonyi Dr.. Oskar and Komaron. CZ 
Rolls Rosazza. Anna. Turin, i 
Holland. Louise. F 
Roller. Albert. Stuttgart. D 
Rumandy. At pad. Fddkirch. A 
Rom a net De. Pierre. F 
Romanoff. VV and Alexandra V. Paris. F 
Romer. A, Constance. D 
Rosah. Giulio and Pietro and Massimiliana 
Sesto-Fiorentino. t 
Kdsch. Frieda. Rhcinfelden. D 
Rvisch. [akob. Rheinfelden. D 
Rosenthal. Walter. Ridgeheld/N.Y., LfSA 
Rosi. Antonio. Grabs. CH 
Rosmann. Klaus. Oberrieh CH 
Rosset. Laure. F 
Rossini. Alexander. I 

Rosskamm. Alfred. London/Portsmouth. GB 
Roth. Hermann. Vienna. A 
Roussel Raymond and Marie -Louise and 
Germaine. F 

Roussel. Suzanne. Montpellier. F 
RousseleL M. A. Pans. F 
Roux. Albert F 

Royer. Marie and Georges. Nice. F 
Rubinstein Hirsch. Muri, CH 
Rubod. losei Lyons. F 
Rucklin. Martha Maria. Pforzheim. D 
Ruebsamen. Rosa. Hergaiz. D 
Rukavina. Friedrich. Zagreb. HR 
Rund. Amanda. Katowice. PL 
Ruoss. Hugo Bregenz. A 
Rupf. Peter 
Russo. Rosaria. CH 
Ruttfeay. W.. Budapest. H 
Ruyer. Auguste and Marguerite. 

Sanvic. F 

5a ban i. Hajrula. Heerbrugg. CH 
Sabatino. Angelo I 
Sacher. Friedr., Olavarria 
Sachs. Ella. D 

Sackheim. Hirsch. Zurich. CH 
Sagerer. Hans. Munich. D 
Sahuqirt, Cabnelle, Nanherre. F 
Saint-Martin. Denise. Besjncon. F 
Saint-Martin. Pierre and Yvonne. 

Besancon. F 
Saitschner. Vienna. A 
Salad in, Gaston and Beatrice. Paris. F 
Salerno. Rino and CaJmsi Sannitic Caserta. I 
Salhi. Fatima. Basle, CH 
Salmonowitz Dr.. David. Riga. LT 
Salmson. Emile. F 

Salti. Vitali | and Rachel. IslanbuL TR 
Samain Dr.. Henri. Saint-Erme. F 
Sam so. lost. Barcelona. E 
Sapountzoglou. Marika. Rorschach. CH 
Saurel. Ms . Di|On. F 
Sauter. Fritz. Wollmah'ngen. D 
Sautter. Jean. Pans. F 
Savic. Donka. Widnau CH 
Sazy. Georges, F 

Schaarschmitd. Friednch. Bielefeld. D 
Schaedler. Katharina. Schaan. FL 
Schaeffer. Gerhard. Berlin. D 
Schafer. Lina. Kassel-WiUhelmshohe. D 
Schiller. Andre and Maxime. Strasbourg, F 
Schaller. Jules and Georges and Jean, 
Strasbourg. F 

Schafc. Albert. Constance. D 
Schatzer. Eveline. Lustenau. A 
Schatzmann. Alfred. Lima. PE 
Schatzmann, Marie. Lima. PE 
Schaudt. Karl Rolf. I 
Schautt. GoRt., Consbnce. D 
Schayesteh Khan. Mahamed. Barcelona. E 
Scheithauer. Emil. Vienna. A 
Schenher and Co. Istanbul, TR 
Scheps. H . London. GB 
Scherb. Therese. Tur:kheim. F 
Scherbak. Paula. Brno CZ 
5cherneck. Heinrich. Siegsdorf. D 
Scheurer. lean and Ivan and Suzanne Marie 
Pauline. Bagnoles De I'Ome F 
Schiaffino. Laurent and Louise. Algiers. DZ 
Schiele. Olga, Dresden. D 
Schigert. Robert. F 
Schiller. Adolf. Berlin. D 
Schilling. Manfred. Rheineck. CH 
Schirmer. Ludwig, A 
Schittkotvski. Harn. Hanover D 
Schlesingcr Dr.. Kjrl. Vienna. A 
Schlie. Heinrich, Zagreb. YU 
Schlumberger. Paul and Georgette. 

Nogenk. F 

Schmid, ]., Antwerp 

Schmid. PauL Rheinfelden. D 

Schmidt. Bruno Eisenach. GB 

SchmidL Charles. Paris, f 

Schmidt G.. Dresden. D 

Schmidt Gemot EggenfeFden Wd. D 

Schmitz. H.. Munich, D 

Schneider, Hans, La GaremeiColombes, F 

Schneider, Walter, Stuttgart-Ost, D 

Schoen. Andre. Muihouse. F 

Schonberg, Eric. Stockholmf Appdoiken. 5 

Schbnholzer, Franz 

Schrab Paula. Schlott. D 

Schreiber. G.. Belgrade. YU 

SdiricfcJ. Annyi KLigenfurt. A 

Schubert. Henri and Louis. Pans. F 

Schulenberg, Friedrich. D 

Schuller. loseph. RO 

Schulmann. Helene. Neuilly s /Seine. F 

Schultz. Emst Saarloub. D 

Schulz. Otto Ncubrandcnburg, D 

Schulz. Robert, Berlin -Zehlendort, D 

Schutzle. Frieda. Isoia Di Capri, i 

Schwaiger, Walter, Bregenz. A 


a* 


Schwarz. Patricia. Paris. F 
Schwarzkopf. Emst and Ida, Prague, CZ 
Schweizer. Paula. Merane, I 
Schwendener. Walter and Suzanne. 

Muihouse. F 
Seemann. F.. Berlin, D 
Seevagen. Anne-Marie L*Onie, II* De 
Brehat. F 
Seidl, Hilda 
Seiffert Eiise. Paris. F 
Seinnberger, H U., Olsberg 
Seix Y Faya, Francisco Barcelona. E 
Seldiert Theodor Carl 
Selim u Eyup. Flawij, CH 
5embcl. Guillaume. Clermont-Ferrand, F 
Semis. Heinrich. Vienna. A 
Serveux. Frairaslu. ET 
Sever in. Kurt. A 
Seya. P.. Stockholm, 5 
Seyd. Charles, Brussels. B 
Sgalitzer Prof. Dr., Max, Vienna. A 
Siahou Barouck. Hrahim. Mendoza. RA 

Sik. Helene. A 

Siibiger Dr.. S.. PL 

Simic. Stanoje. Bratislava. SK 

Simon. Antoine. F 

Sinaiier. Florine. Paris. F 

S megger. Helene. Vdhringen. D 

Singer. Paula. Lvdney Glos. GB 

Sirmois. Koudis. GhorzvinefTehetun, IR 

Sitrig, KaH 

Sivnlm. A. Petograd. RU5 
Slum pas. Wasilios. Munich. D 
Skinner. Shirtey Esther; New York. USA 
Skoeld. Giovanni Alessandro Rome. I 
Slavonische Kohlen- Hand els Ges. Kjufmann 
& Col Zagreb; HR 
Siobotzki. Ema. Pittsburgh. USA 
Slotnarin. Wilhelm ine Pdtaiho, China 
Smith. Alan John GB 
Smith Dr.. I.. Rotterdam. NL 
Soc. Caradium. Strasbourg, F 
Sodeli Etablissement Rios 
Societe Pour Le Developement Schaan. FL 
Soden Von. Adele, Dresden- Blase witz. D 
Sohler. Francesco London. GB 
Soloweitschik. Wladimir, Berlin. D 
Somazzi. Carlo Gabriele, f 
Somazzi. Vincenzo 
Sonnenberg, Alfred. Lustenau, A 
Sosnik. Anton, Hechendorf a. P.. D 
Souther. Louis, AUS 
Soupjult. Robert. Paris. F 
Soyer. Claire, F 
Spaeth. Luigi. Naples'Nice. 1/F 
Sper bet. Max. Berlin, D 
Sperling Dr., Teodor and Peppi, Tel- Aviv. 1L 
Spiro. Bruno and S.. Hamburg, D 
Spoerry. Henri and J.. Muihouse. F 
Sraffa. Angelo Milan. 1 
Stadelhofer, Adolf. Wollmatingen. D 
Staheii. Eugen. Rome. I 
Staiger-Schaefet Lydia. Basle. CH 
5 tarn bach. Victor. Colmar. F 
Sbnesco Lurie. Craiova, RO 
Starke. Frank. Salo I 
Sbtescu Prof.. Vidor. CH 
Staub. Emile 
Sbub. Pauline 

Stecker. Maria. Constance. D 
Stefan. Alois. Beograd. YU 
Stefanoff Jr.. Sava. BG 
Steftanizzi. Giuseppe. Les Bioux. CH 
5tehle. Lurie. Viliage-NeuF. F 
Steil. Anna. Gem rode am Harz. D 
Steinbrugge. Camilla. F • 

Steinbrugge. Elsa. F 
Stemlin, Robert 

Stephanovitch, LV. Beograd. YU 
Stewart. D. M„ Hatch End. GB 
Stierle. Hilda. Constance. D 
Shfel. AsU. Cologne. D 
Stiffler. K- and L. U5A 
Sloller. Samuel. D 

Stoopman-Glaser. A J. M.. Asuncion. PY 
Stratmann. Cart Adelaide. AUS 
Strauss. Anna-Marie. Vigo. E 
Strauss. Fritz. Paris. F 
Strayer. Brandford K.. Plain City USA 
Strittmatter. Marie. Rheinfelden. D 
Strobel. Katharina. Balingen. D 
Shumpetl. Alice. F 
Stucher. Alfred. Siegen. D 
Stucke. Hermann. Waldshut. D 
Sudlek. Alfred. Suresnes. F 
Sugar. Irene. B 

Sulcebe Dt. Hamdi Mehmet. AL 
Sullivan Dr.. Ms.. Teheran. IR 
Sunny Francis. Gland. CH 
Surowitz. Erich, Salzburg, A 
Sutter-Faller, FL. Lo reach. D 
Szdllds Dr.. Heinrich. H 
Sziics Dr.. Ede. Padej. YU 
Szymura. Antoni Dabrowa Gomicza. PL 
T long, Arie and ine. Gv Hooren, NL 
Tafuro Pietro. St Gallenkappel. CH 
Takvorian Dr.. Nichan Garabet Sofia. BG 
Talleyrand De Duchesse. Anna. Paris, F 
Talvard. Leo nee Narrisje and Jeanne Susanne 
Helene, BonnevaL F 
Eatos. Theodor. RO 
Tatu. Marie. Besancon, F 
Taugourdeau. Emile Louis 
Tavoularis. Kiriakos. Athens, CR 
Teinturerie St-Marlenne. F 
Teitel. Sergej and Wera, Riga, LT 
Telloglou. Anastase J., Istanbul. TR 
Teltsik. Olga. CZ 
Tenenbaum, Jos.. CH 
Terc. Izrael. Buenos Aires. RA 
Terras. Louise 

Thanner Dr., Julius, Zurich. CH 
Theii. Arthur, Vferden Aller De. D 
Theiss, Xavier. Domack Prfe Muihouse. F 
Thery. lean-Pout Paris. F 
Thibouville. Valentine Marie Marthe. Paris. F 
Thiel. Berthold. D 

Thiel, Gebr. Gmbh. Dantrig/Cdansk. PL 
Thierry. Maxime. Par Allogny F 
Thil. Hennette 

Thillaye Du Boullay. Maurice. Deville Les 
Rouen. F 

Thomas. Wilhelm. D 
Thurn Grafin. Elsa. Vienna. A 
Thumherr. A.. Belfort. F 
Tilche, Albert and Linda. Paris. F 
Title Dr, Henrik. Bucharest/Mexka 
RO/MEX 

Timmermann. Richard, D 

Tissot Francois. F 

Tittinger Leon. Chcrnhrtsi. RO 

Tiviiiier. leanne. Lyons. F 

Todoroff. Sava. BG 

Toepfer. Else. Vienna. A 

Tomich. Gio. CH 

Topfner. fulius. Vienna. A 

Toptsb. Antonia Uerikon. CH 

Tomoni. Boda Frankfurt AM.. D 

Tor ok. Albert Schwyz, CH 

Touvet. Yvonne. Valdoie. F 

Trapcsonzian, Anna. Yerevan. ARM 

Tra&sard-Deslaudes. leanne. Auviliar, F 

Travers, Felix. Lyons. F 

Treca, Sophie Marie Lurie. Bavay F 


Treche- Humbert leanne, Nancy. F 
Trcek. Robert Cairo. ET 
Trepmann, Abraham. Biarritz. F 
Trepper, Hans Joachim. Origgio 
Trinquier. Anne-Marie and Madeleine. 

Aix-en-Provence, F 
Trolle. Henri and Yvonne. Paris, F 
Trpesonrian Dr-, Chatscheres. 

Yerevan. ARM 

Tnib. Emile. Bouches-du Rhone. F 
Triib. Julius. A 

Tschwn. Ernst Buenos-Aires. BR 
TschudL Mathilde. I 
Tuchmann Ltd.. London. GB 
Tuka Dr. Vojteeh. Vienna. A 
Ueberschlag. C-. Neu wilier, F 
Ueberschlag. Robert and Elisabeth. 

Czestochowa, CZ 
Uiker Dr.. Constance. D 
Ujj. Marie. Vienna, A 
Ummard. Minna. Berlin. D 
Ungar. Alexander. USA 
Universa Frankfurt 

Unlimited Investments AG. Schaan. FL 
Urban. 5chiitigheim. F 
Urquiio Y Aguirre. Tomas. E 

Vajda. Armin. Budapest. H 
Vjjda Dr.. Andreas. Komarom- 

Komarnci SK 

Valade. Andr£ and Simone and Mane- Louise. 

Amiens. F 
Valdji. Tibere C.. F 

Valkay Von. Bartholomeus. Budapest. H 
Van. Necati. SL Margrcthen, CH 
Van Diepeningen. Franz. Bloemendaal. NL 
Van Loo. Nicholas E. 

Van Venen. William. Berlin. D 
Vazou. Marie, Songeoms. F 
Wberic Joseph. Bistrica. BIH 
Venzmer. Federico; Buenos Aires. RA 
Vemnigle Rebanlagen. F 
Vesety Marie. Abbazia. H 
Vestergaard. lens. Aarhus. DK 
Vetter. Hubert Lustenau. A 
Vieflard. Albert. F 
Vigo. Clara. New York. USA 
Vilatn. lean and Marthe and Marguente. 

Strasbourg F 
Villandy Albert. Paris. F 
Villanna lose. Bad Ragaz. CH 
Villiers De La Noue. Yvonne. Paris. F 
Vischoff, Home. CH 
Visconti Graf. Francesco 
Viuda De Lachambre. Maria. Barcelona. E 
Voget Berthe. Strasbourg. F 
Vogel. Franz. Freiburg. D 
Vogel. Manfred. Lustenau. A 
Vogdi. los. Ed.. Bonn. D 
Vdgeh. Oscar B., Washington. USA 
Vfagl. Karl. D 

Von Avenarius. Theodor, Berlin. D 

Von Dem Bussche Freiherr. D. and Eleonora. 

Berlin. D 

Von Dirsxtay Dr. Baron. Andor. 

Budapest H 
Von Dors ten, Wilhelm 
Von Drabich. Gunther. Hohenbiihl 

b. Glattbrugg. CH 

Von Franken-Sierstorpff Graf. Clemens 
Von Glasenapp. Kathe. Potsdam. D 
Van Hibler. Gedeon. Innsbruck. A 
Von Langen. Ed . Drassingen. D 
Von Luterau. Marie 
Von Munnich. Aladar. Budapest. H 
Von On Wilhelm. Busingen. D 
Von Sonntag. Eugenie. Stuttgart D 
Von Ujszaszy. Slefan. Budapest. H 
Von Vacchiery. Ida H.. Memo. I 
Von Weiss. Ferdinand. Geneva. CH '■ 

Vo rla end er. Hans. Kobe. J 

Vries man Dr.. Emilie. Lucerne. CH 

Vulilch De. Douchan and Antoinette and 

Vladimir. F 

Wadd. Kenneth T.. Cornwall. GB 
Wagner. Hans. Berlin. D 
Wahler. Konrad Reinhard. I 
Wahler. Max Bruna Lobichau. D 
Walch. Stefame. Satteins. A 
Waldenmeyer. Robert. Muihouse. F 
Wilder. Wilhelm. New York. USA 
Walliser. L.. Rheinfelden. D 
Wallner, Johann. A 

Walser-Wald & Cia. Buenos Aires. RA 

Walther. Marcel. Paris. F 

Walz. Albert MunicK D 

Walz. Hermann and losefine. Madrid. E 

Wanne'. Ully Peonia 

Was i lew ski Dr.. W.. Berlin. D 

Wassmer. Anna, Rheinfelden. D 

Watelle. Donat Paul. Cambrai. F 

Watson, Rupert C.. USA 

Wattenwyl von. Louis 

Wattenwyl von. Reinhard 

Weber. Jean, Brussels. B 

Weber. Renee 

Weber, Stephan Emanuel. Calcutta. TND 
Weber Dr, Walter. Istanbul/Zagreb. YU/TR 
Weick. Jeanne. Muihouse. F 
Weidenhaus. Lurie. CZ 
Weil. S.H.. Gail ingen. D 
Weill. Lion. Milan. I 
Weinreich. B.O., Jerusalem, IL 
Weiss. Emil H. 

Weiss, Louise. Paris, F 
Weiss, Robert. Vienna. A 
Wekerie. Hermann. Bludenz, A 
Wendland Dc. Hans. D 
Werner. Lisbeth 
Werner. Theodor. Potsdam, D 
Wertheiner, Frieda. Constance. D 
Wessel De Shaw. Alice 
Wessing. Rud.. Pans. F 
Wetter, Max. Plet 2 ing Post Endorf, D 
WickswaL H. Ms.. New lersey USA 
Widerkehr, Louis- Pier re and Ldna, 

Tur«kh«im. F 
Widmann. Frieda 
Widmer. Jacob. Constance. D 
Wiener. Henry Paris. F 
Wiese. Otto. Java. RJ 
Wilhelm, Marie. Cemay. F 
Wilkils. Basle. CH 
Wilski. Stefan, Kattowitz, PL 
Winckler. Thea BischwiUer. F 
Winkler. TMo and M-. Bischwiler. F 
Wmlh. Maria, Rheinfelden. D 
Wintuhalter. Leo, Rheinfelden. D 
Wlibel. H.. Parb. F 
Wirth. Friedrich, Bratislava. SK 
Wisiak. Helene. Klagenfurt. A 
Wittlich. Job. Rheinfelden. D 
Witdin, VrenelL Petit-Savonnex 
Witzner, Ladislaus. Schaan. FL 
Wqhrte. Juliette, Constance. D 
Wolde, Ludwig, Berlin. D 
Wolf, Emil. Lindau. D 
Wolf, Susi. Bucharest RO 
Woschnagg, Max. Klagenfurt A 
Wubbe, Constance 
Wygnanki. Bruna Santlaga RCH 
Xenakis. Nicolas J, Braila. RO 
Yannaghas. Eustache and Eugenie 
Ybarra Y Lopez De Calle. Carmen. St. Jean 
De Luz. F 


Yebra, Luis. Widnau, CH 
YeJIen. Fern. Iowa. USA 
Yildirim, Ahmed StGailen. CH 
Zaeppfei. Louis and Jean and Jeanne, 
St-Marine Aux Mines. F 
Zamola Umberta V'enzone. ( 
Zampjglione. Joseph. CH 
Zander. Jane Muriel. Berlin. D 
Zehnder Dr, M.. Paris, r 
Zehnc. Herta. D 
Zei5ing. E and H . Lviv. PL 
Zelinescu. Victor. Pans. F 
Zeller. Hortense Muihouse. F 
Ziebarth, Gerd. D 
Ziegler, Elisa. Mulhausen. F 
Zimmermann, Fred. Pans. F 
Zimmermann. Rene, St-Manc Aux 
Mines, F 

Zimmermann. Richard. Sighrioara. RO 
ZolJina Eva, Le Sender. CH 
Zoltan. Ella. Budapest H 
Zorc. Vladimir. Balzers. FL 
Zoubareff. Alexander. USA 
Zu Eltz Grafin. Sophie. Vukovot HR 
Zuber, Ernest and Olga. Boussieres. F 
Zuber, Louis, Rixheira, F 
Zucker. Louise. Merana 1 
Zuckcrberg. Max Gaiate. RO 
Zuggal. Artur. Dombtm. A 
Zurcher Dr , K.. Constance. D 
Zvibel Dr., lean. Botosam. RO 
Zwick Dr.. Karl G., Cincinnati. USA 


Power of Attorney Names 

.Achufegui Y L’rquir j. Maria Luz 

Adler. Franz 

Adler. Lola 

Adler. SteLui 

Agatstein, Angelica 

Agatslem. Rachel 

Ahrend L Marie leanne 

Albert. Philippe 

Ahbcau. Hennette 

Amann. Theodor 

Amigues 

Amsler. Pierre 

Andras. George 

Andre, laques 

Baicri. lohan 

Ballif. Marthe 

Ballif. Therese 

Balthaser. Waldemar 

Bauer. Emeiia 

Beger. Otto 

Beillinger. Em-l 

Berard Paul 

Berg. Alexandre 

Berger Annv 

Berges-Tilsson. Suzanre 

Blackmer Hernry M 

Bbznakoff. Lina 

Bloch. Erwin 

Blumgrund. Leo 

Bodenehr. Elisabeth Dora 

Bollark. Raymond £. 

Bonin. Charles 
Bonnet Raoul 
Borgeaud. Paulm 
Bose -Espa lilier. Marie 
Bouchard Jeanne 
Branicka Xavier Com trsse 
Brjsseur. Mathilde 
Braun. Amaud 
Brewster. Harry 
Brockhaus. Hans 
Brock ha us Dr. Fntz Eduard 
Bruckner. Inge 

Brunef-Tchebolarevsky Tamara 
Calderon. Cariotta 
Career Dr.. Pier Luigi 
Cepiere. Paulette 
Chapulul. Suzx' 

Chavance, Irene M. 

Conrad. Hermann 

Consfantinesco. Lydia 

Courmont. Georges 

Cmadjk. KJemenhne 

Croset. Louis 

Croset. Philippe 

Cuny. Georges 

Currie, Gladys R. 

d'Aubigny lean 

Dalle! Dr., losef 

Danesova. Anna 

Dassebezet Xavier 

De Bobflcury. Jeon 

deClam Marquise 

De Gujita. losepha 

deGuyencourt Louise 

de La Taille des Essarts Baron. Edgar 

de Montravel. Marc 

De Souza e Faro. Marie A. 

DeTanfani di Montalta Umberto 

de Vaugirand. Ch 

de Wegner. Maria Jossefa 

del Solar Vives. Rafael 

Denantes. Paule 

Deroux. Ernest 

Deroux, Josephine 

Desoer. Jean 

Despin. Marguerite 

Despin -Giresse. Jean 

Despin-Giresse. PetroniBe 

Detshy [anos 

Wbhy Nelly 

Devrez. Madeleine 

Dobroviri. Mane 

Doenib-Iuchert. Kathe 

Domorazek. Wladimir 

Domorazkova-Bas. Ottilie 

Donath Dr.. August 

Orach. Georg 

Drechsler, Alexander 

Drechsler. Emile 

du Chalard. Celine 

du Chalard. Christian 

Duchaussoy Baron 

Dupont. Emile 

Dupuis. Charles 

Dupuis, Rene 

DupuyChene. Marie 

Duschmts, (akob 

Duschmte. Therfcse 

Eckhardt, Albert 

Ehrmann. Albert 

Ekhbcrg. Hans 

Ensesa Cuatrecasas. Joaquin 

Ensesa Pujadas. Jose 

Enkson. Jeanne 

Emst. Ferdinand Otto Kurt 

EscjunaM Jpina, Manuel 

Esterhazy Dr. Fursi Paul 

Etch ever ry Y Daniel Juan 

Etoumeau 

Feder, Kate 

Feenders. Meta 

Feferberg. Edysa 

Fenner. Elsa 

ficacci. Tietro Alfonso 
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Chancellor considers fairness alongside desire for VAT on more goods and services 

Treasury chief snubs IMF’s tax advice 


By Robert Chote 
and Wolfgang Mfinchau 

Mr Gordon Brown, the chancellor 

of the exchequer, yesterday 
rejected the International Mone- 
tary Pond’s caQ for value-added tax 
to be levied on a wider variety of 
goods and services, arguing that 
considerations of fairness had to be 
placed alongside the desire for a 
broad tax base. 

In its annual report onthe- OK 
economy, the IMF argued that a 
broadening of the VAT base 
"warrants serious economic 
debate, all the mare so given the 
hard choices that lie ahead in 


reconciling spending priorities”.’ 
The IMF favours VAT widening as 
a medium-t erm policy to promote 
savings, rather than a short-term 
attempt to restrain spending. 

The chancellor told the House of 
Commons Treasury select commit- 
tee that he stood by bis pledge not 
to impose VAT on food, children’s 
clothes, transport, boohs and 
newspapers during the cu rrent 
parliament 

- "There are fairness issues 
Involved here,” the chancellor said, 
adding that these were egasmtiai* 
on which people had little choice 
but to spend money. 

' Mr Brown, said he had no plans 


either to extend VAT to non-essen- 
tial items. He also promised to 
resist, any pressure from the Euro- 
pean Commission . to harmonise 
VAT rates with those in other 
countries. 

■ “We are certain we wOl have 
national autonomy on these mat- 
ters,” he said. "Any attempt at har- 
monisation would have to have 
unanimity and we would . . . veto 
an attempt to do so.” Mr Brown 
said he would retain zero-rating for 
VAT in those areas where it 


The cha nc ellor was making Ms 
first appearance before the newly 
appointed select committee. 


He came under repeated attack 
from a Conservative survivor of 
the committee's last incarnation, 
Mr Quentin Davies, for to 

levy a significant tax increase on 
consumers and relying too much 
on rises in interest rates to reduce 

inflation 

Mr Brown said it was "quite 
absurd” to argue that the Budget 
had done nothing to curb consump- 
tion or cool the housing market, 
arguing that consumers faced a 
ELhn tax Increase In year two of his 
plans. Mr Davies said that this 
increase of about 0.15 per cent of 
national income would have a 
negligible effect 


The chancellor said that the fis- 
cal tl ghtming in the Budget should 
reduce the rise in interest rates 
necessary to subdue inflation. He 
also rejected accusations that he 
should have done more to address 
the overvaluation of the pound, 
which closed at a just under 
DM3.04 yesterday - its highest rate 
in nearly seven years. 

- “My aim is a stable and competi- 
tive pound over the medium term”, 
he insisted. "But I do say to you 
what worries industry most of all 
is the threat of a retun to the 
stop-go economics erf the past.” 

Caught in the current. Page 12 


Wales offered 
path to own 
economic rule 


By Liam HalGgan, 

Pofitical Staff 

The government yesterday 
set out its proposals to cre- 
ate a 60-member elected 
Welsh assembly by £999, to 
be responsible for the £7bn 
($lL7bn) Welsh Office bud- 
get, and for Welsh public 
services such as schools, 
hospitals and transport 

The abolition of mare than 
half of Wales’s quangos 
{quasi-autonomous non-gov- 
ernment bodies) was also 
proposed - including the 
Cardiff Bay Development 
Corporation - and the cre- 
ation of a "powerhouse" 
agency to promote economic 
development centred on the 
existing Welsh Development 
Agency. Cardiff, in south 
Wales, Is the capital city of 
Wales. 

The plans, outlined in the 


government discussion docu- 
ment A Voice for Wales, were 
awinnnwiii in the House of 
Commons by Mr Ron Davies, 
Welsh secretary. "Our aim is 
to improve public services 
by making them more 
responsive to the views and 
needs of Welsh people,” he 
said. 

Mr Davies said Wales 
would continue to share the 
same framework of laws as 
England, including primary 
legislation made for it by 
Parliament, and would 
“remain firmly” part of the 
UK. 

“But the new assembly 
will assume virtually all of 
the functions which I cur- 
rently exercise,” he said, 
indicating that most of the 
Welsh secretary's powers 
would be devolved to the 
Cardiff-based body. 

Provided the Welsh people 



Peter Ham deft), Welsh Office minister, and Ron Davies at the Welsh devolution press conference 


en dor se the ri jf^nsyirm docu- 
ment's proposals in a refer- 
endum on September 18, the 
government expects its devo- 
lution bill to become law in 
July 1996, with Welsh assem- 
bly elections - using a form 
of proportional representa- 
tion - in May 1999. 

The document was dis- 
missed as “incoherent” by 
the opposition Conservative 


party. “All the indications 
are that these proposals will 
diminish the status of 
Wales,” said Mr William 
Hague, Conservative leader 
and himself a former Welsh 
secretary. “It wffl mark the 
marginalisation of Wales 
within the UK and damage 
the prospects for future 
inward investment and 
growth." 


Addressing concerns that 
Wales, where the labour 
party holds 34 seats, was in 
danger of becoming a one- 
party state, Mr Davies said: 
“Because 20 of its 60 mem- 
bers will be elected from 
party lists, in proportion to 
total votes cast, this body 
will reflect all parties’ 
interests." 

Mr Davies also stressed 


that the proposed Welsh 
assembly elections would 
represent Britain’s “first use 
of proportional representa- 
tion". Under the proposals, 
Wales would continue to 
send 40 MPs to the House of 
Commons. The post of Welsh 
secretary would remain, 
partly to act as a link 
between Wales and central 
government in London. 


Personal View - Adair Turner 


The best policy for the nation 


Y esterday, after four 
months of consulta- 
tion, and many mare 
before that sitting on a 
crowded fence, the Confeder- 
ation of British Industry 
decided its policy on eco- 
nomic and monetary union. 
It supports UK mem b ership 
of a successful Emu, but 
says Britain should join only 
if and when the conditions 
for success are in place. 

Not all our members 
argued for this specific line 
- some prefer a more scepti- 
cal approach, some an unre- 
served commitment to early 
entry- But a large majority 
can support this conditional 
commitment to membership 
of Emu. I believe it is the 
best policy for Britain. 

For some. Emu is primar- 
ily a political question. Some 
believe it a necessary precur- 
sor to a desirable political 
union: others a threat to 
national sovereignty. And it 
would he absurd to deny 
that Emu has a political 
dimension. But I think some 
of these arguments are over- 
played. 

National economic sover- 
eignty is constrained by the 
facts of economic life; The 
issue is how to maximise 
economic success, not the 
illusion of national control. 
It is on the economic argu- " 
meats for and against’ that 
we need to focus. 

Emu could bring big eco- 
nomic advantages, but only 
if it goes ahead under the 
right conditions: if those 
conditions, are not in place, 
it could do harm. 

The potential benefits of 
Emu are transparency, cer- 
tainty and stability. Emu 
would help complete the sin- 
gle market; with everything ; 
priced in euros, competition 
would be more open and 
intense, bringing lower 


The UK should 
help set up a 
successful Emu 
as a precursor 
to joining 

prices for the consumer and 
stronger companies better 
able to compete across the 
world. Enm will create a sto- 
gie European capital market 
for debt and equity - a more 
efficient mechanism for 
allocating savings to the 
highest-retutn investments. 

Monetary union would 
also eliminate intra-Euro- 
pean exchange rate risk 
from future trade and invest- 
ment decisions, focusing 
companies on the fundamen- 
tals of business - productiv- 
ity and quality - rather than 
on managing financial risk. 
The benefits of that risk 
elimination could put the 
UK at a disadvantage if a 
successful Emu developed 
and Britain stood perma- 
nentiy aside. 

Equally important. Emu 
would remove, in respect to 
the 58 per cent of our trade 
with the EU. the damaging 
impact of large irrational 
exchange rate overshoots. 
Sterling's 30 per cent appre- 
ciation against the D-Mark 
over the last year - despite 
almost Identical inflation 
rates - is severely disrupting 
long-term planning among 
UK export e rs to Europe. A 
similar roller-coaster in the 
Lira /D-Mark rate induced 
first unsustainable boom 
arid then recession in Italian 
manufac turing in 1995-96. 

Eliminating those swings 
will remove unnecessary vol- 
atility from the real econ- 
omy. a volatility which the 
US, with its much smaller 


percentage of gross domestic 
product traded across cur- 
rency boundaries, does not. 
have to face. 

But while Emu has signifi- 
cant potential advantages, 
and while indeed there are 
risks for Britain if we stay 
permanently outside Emu, 
there are also major risks in 
monetary union particularly 
if it goes ahead under the 
wrong conditions.' 

For the stogie curr e n cy to 
succeed, inflation rates must 
have converged, existing 
exchange rates must be sus- 
tainable, and the public 
finances of members must be 
sound. 

More vitally still, if we 
abolish exchange rate flexi- 
bility, which can help bring 
real wages in line with pro- 
ductivity levels, we need the 
alternative of Labour market 
flexibility. For Emu to work, 
wages in different regions 


That Emu will 
go ahead in less 
than ideal 
circumstances is 
the context in 
which Britain 
must decide 


must be set by the competi- 
tive circumstances of the 
companies based there - the 
wage rates at a ear compa- 
ny’s plants hi Germany and 
In Spain must be set by local 
conditions and productivity 
not by pan-European collec- 
tive bargaining. 

If European labour mar- 
kets evolve in a less rather 
than more flexible way, than 
Emu could create major 
problems. 


In an ideal world, those 
conditions for success would 
argue for great caution 
about the speed of and phas- 
ing of Emu's implementa- 
tion ,. Inflation rates across 
Europe have converged to a 
surprising extent, hut the fis- 
. cal positions of many poten- 
tial participants fall short of 
obvious sustainability and 
the direction of EU labour 
market policy remains 
unclear, to theory there are 
good arguments, either for 
only a small core group pro- 
ceeding in 1999 or for the 
whole project being delayed 
for several years. 

Equally, however, we have 
to Eve with the reality that 
the path to Emu may 
not be available. The politi- 
cal momentum behind the 
1999 timetable Is huge, and 
delay itself could bring 
major economic costs 
through exchange rate vola- 
tility and higher interest 
rates on government borrow- 
ing. The likelihood that Emu 
will go ahead in 1999 but to 
less than ideal circum- 
stances is the context in 
which the UK must decide 
its policy. 

That policy should focus 
cm ensuring thw emergence 
of a successful Emu, which 
Britain should then join. 
That means arguing for the 
conditions required for 
Emu’s success - conditions 
which ideally would be In 
place before Emu proceeds, 
but which could also develop 
in the years following Emu's 
start. Britain's ability to 
argue for that development 
win be enhanced if it is clear 
that our desired end point 
entails both Emu’s success 
and Britain’s pwwntiai mem- 
bership. 

The author is director-general 
of the CBI 


Business urges 
early pledge 
to join Emu 


By Stefan Wagstyl in London 

The Confederation of British 
Industry, the biggest 
employers’ lobby, yesterday 
urged the government to 
make an early pledge to 
take the UK into European 
monetary union. 

While the UK will proba- 
bly not be ready to enter 
Emu when it starts to 1999, 
it should begin preparing 
now to join later “when the 
economic conditions are 
right”, said a statement 

The declaration will be a 
boost to the government 
which favours joining Emu 
at some point if economic 
conditions permit The CBI 
position will, however, 
widen the golf cm European 
policy between the CBI and 
a Eurosceptic Conservative 
opposition. 

Until now, the CBI has 
kept all its options open, for 
fear of offending the Conser- 
vatives and of splitting its 
members. But the general 
election result has removed 
the political obstacle to 
making a choice. In addi- 
tion, the recent surge in 
sterling has converted many 
business people to the poten- 
tial virtues of a single cur- 
rency. 

In a poll of 400 members 
of its committees and 
regional councils, the CBI 
found a 42 per cent vote to 
favour of entry to 1999 and 
a further 52 per cent in 
favour of entry at some 
time. Only 6 per cent voted 
against UK entry. 

Mr NiaD Fitzgerald, chair- 
man of the CBJ’s Europe 
committee, said that in view 


of the support of the “vast 
majority of the members", 
the CBI strongly believed 
that the UK should join 
Emu. 

The statement said: “The 
CBI believes that the UK's 
economic and business 
interest is best served by 
membership of Emu, when 
the conditions are right The 
UK government should now 
work to help bring about 
the conditions which will 
make Emu a success.” 

But it warned that eco- 
nomic conditions may not 
be right for starting Emu to 
1999 and urged EU members 
to consider delays or to go 
ahead with only a small 
number of countries. 

In preparing for eventual 
entry, the UK should 
quickly declare its support 
for membership, ensure that 
practical steps are taken to 
pave the way for entry, and 
be ready to take sterling 
into the wide band of the 
European exchange rate 
mechanism. 

The CBI also said that the 
UK should argue to the EU 
for strict adherence to the 
economic convergence crite- 
ria, for the maintenance of 
price stability as the goal erf 
the European Central Bank 
and for more flexible labour 
markets. 

Mr Fitzgerald said careful 
preparation of Emn was 
very important, as a failure 
would have “the most enor- 
mous negative impact”. 
Given that exchange rate 
flexibility was being 
removed, it was essential 
there was adequate flexibil- 
ity in labour markets. 


UK NEWS DIGEST 


Proposals urge 
BT charge cuts 

&itish Telecommunications will be forced to cut the 
charges it levies on carriers using its network bv SB per 
cent m real terms over the next four years, under propos- 
als tab led yesterday by Mr Don Cruickshank, dfrertS^ 
general of the telecommunications regulatory body. The 
proposals, winch were welcomed by both BT and its 
nvak are designed to foster competition and are expected 

t n bills. Tbeopen- 

mg oT tiieindustry to competition has meant calls often 
have to travel over the lines of several operators before 
arriving at their destination. ore 

By lowering the costs BT charges to other operators to 
use its lines - toe most comprehensive network -all com- 
pames should be able to make reductions to their bills 
Oftel also hopes the move will also encourage more ooera- 
tors to come on to the market p n u f r r ( ^i or 

U CONSTITUTION 


Centrist party gets committee role 

Mr Tony Blair, the Labour prime minister, yesterday 
offered toe centrist Liberal Democrats a seat at the heart 
of government, and a key role to developing proposals to 
change toe voting system for general elections. A new 
cabinet sub-committee is to be created on which senior 
ministers and top Liberal Democrats wifi discuss issues of 
common concern. Including constitutional reform. The 
prime minister's office said Mr Blair viewed toe commit- 
tee as a move towards “a new era in British politics", but 
insisted it would not to lead to a formal pact A spokes- 
man said ministerial jobs for toe party leader and his col- 
leagues were “not remotely on the agenda". 

Senior Liberal Democrats were delighted with the deal, 
which gives them their strongest voice in government 
since the 1978 Lib-Lab pact George Porker 

Editorial Comment, Page 13 

■ TELEVISION 


Changes urged in ITV licensing 

The Independent Television Commission, regulatory body 
for commercial television, wants to drastically reduce the 
fixed “cash bid" sum that ITV companies will pay to the 
Treasury when licences are awarded It wants to ensure 
that most of the special taxes paid by ITV to toe govern- 
ment should be to the form of a percentage of advertising 
and sponsorship revenue. This means that if ITV advertis- 
ing revenue declines, the amount of money paid to tax 
will also fall Sir Robin Biggam, chairman of the ITC. said 
yesterday. “We feel this is a more equitable basis on 
which to tax [the ITV companies]. It is linked to your abil- 
ity to pay.” He was speaking as the ITC published its con- 
sultation document on how it will approach the renewal 
of ITV licences. Raymond Snoddy 

■ HIGHER EDUCATION 


Ministers asked for clampdown 

Ministers are to be asked to clamp down on the creation 
of new universities because of fears that toe quality of 
higher education is being threatened by the rising num- 
ber of degree-awarding institutions. In a long-awaited 
report, to be published today by Sir Ron Dealing’s com- 
mittee - likely to signal the biggest shake-up of universi- 
ties since the 1960s - toe government is also to be told 
that there should be no growth in degree level qualifica- 
tions offered by further education colleges, which gener- 
ally offer sub-degree courses. 

Its views could jeopardise the future of the govern- 
ment’s flagship proposal to launch an Internet-bared "uni- 
versity for industry” for underpinning the drive to 
improve skills to the workplace. The number of higher 
education institutions has mushroomed from 31 to 176 
since the last major review of the higher education sector 
in the early 1960s - with the number of "universities" 
totalling 115. Simon Targett 

■ NORTHERN IRELAND 


Weapons setback for peace talks 

Pro-British unionists are set to vote down UK and Irish 
government proposals for the next stage of multi-party 
talks. Officials said that after discussing the issues for the 
third time in five days with Mr David Trimble, leader of 
the Ulster Unionists, the largest of three unionist parties, 
Mr Tony Blair, prime minister, could not make the neces- 
sary assurances to secure support for today's vote. All 
three parties are expected to reject the proposals setting 
out at what point during negotiations paramilitary groups 
- notably the Irish Republican Army, the military wing of 
Sinn Fgin - must start to hand in weapons. The Rev Ian 
Paisley, leader of toe smaller Democratic Unionists, said 
after meeting Mr Blair that the talks process was “dead in 
the water”. He described the government’s approach as an 
“Iscariot act of betrayal”. John Kampfner 

FOREIGN INCOME DIVIDEND SCHEME 


Government announces rethink 

The government last night pledged that it would complete 
a consultation exercise on the future of the Foreign 
Income Dividend Scheme by the spring of next year in a 
bid to a Bay the concerns of UK multinationals over the 
issue. As opposition Conservative MPs accused the gov- 
ernment of abandoning an important feature of Mr Gor- 
don Brown's recent Budget, Mr Geoffrey Robinson, pay- 
master general, said that a final decision on whether Fids 
should be scrapped would be announced at the time of the 
□ext finance bill 

However. Mr Robinson yesterday acknowledged that 
many multinational companies bad expressed concern 
that the legislation was defective. He said he was pre- 
pared to listen to representations on how the clause might 
be amended in toe chancellor's next Budget 

Conservative MPs yesterday rounded on Mr Robinson 
during toe committee's debate on toe clause, claiming 
that it epitomised the haste with which the Budget had 
been drawn up. James Blitz 


Boardroom rules report may take softly softly approach 


T he Hampel committee on corpo- 
rate governance met yesterday 
for what could be the last time 
before publication of Its preliminary 
report As the members gathered at -ICX 
headquarters they must have been; 
aware of a certain anxiety- over toe 
direction they may take. . 

Many directors must hope Sir Ronald - 
Hampel, chairman of IGL'Will be . 
remembered for leading a committee _ 
which drew a line under what -they see 7 
as the onerous prescriptions of bis pre- 
decessors - Sir Adrian Cadbury and Sir 
Richard Greenbnry. 

One company adviser says? "I don't 
think this is going to be .a dramatic 
document - we could even see him 
going into reverse in some areas. 1 * ■ ‘ 
However, corporate governance 
reformers will hope the committee win 
go forward - widening the corporate 
governance debate totoclude the role • 
Institutional Investors play and the. 


The latest corporate 
governance committee 
has no desire to make 
business history, 
writes Jim Kelly 

system of financial communication, 
from the report to annual meetings. 

But their hopes are not high. "There 
will be no roll back, that would be 
unacceptable politically," says one 
ghardhoMer activist. “But this will be a 
business-friendly agenda from a bust- 
ness-friendly committee." 

The Cadbury committee reported on 
corporate governance in 1992, following 
a series of City scandals. Another 
fiirereV over “fat catr pay - spawned 
the Greenbuxy committee, which 


reported to 1995. But Hampel - the 
successor to Cadbury"- is not forced to 
meat specific expectations. 

AH the signs are that Hampel will 
grab fewer headlines than either Cad- 
bury or Greenbuxy. “I have no wish to 
produce an earth-shattering report,” 
says Sir Ranald. The rest of toe com- 
mittee — originally six other industrial- 
ists, a lawyer, a financier, an actuary, 
an accountant and an institutional 
shareholder - seem unlikely to want to 
makp history either. 

Most importantly Hampel is likely to 
promote toe foundation of broad princi- 
ples rather than legal rules - and to 
emphasise the largely voluntary basis 
of the Cadbury Code itself. Greehbury 
is seen as having loaded annnal reports 
with unreadable and irrelevant data. 
-Aff it did was give more information 
to headhunters ramp up pay,” says 
one director. 

- Hampel is therefore extremely 


unlikely to add to the load and may lift 
it a little - for example, by opening up 
the possibility that smaller companies 
do not need to follow all the guidelines 
of Cadbury and Greenbnry. On the 
other hand it could also please big UK 
companies by suggesting that foreign 
companies listed in London also follow 
such corporate governance guidelines. 

On one or two points Hampel may be 
tempted to roll back the tide of disclo- 
sure which came with Cadbury and 
Greenbuxy. Executive pensions now 
cany two methods of calculation. Ham- 
pel may push for a simplified single 
figure, although this would prompt a 
fierce reaction from actuaries. 

On directors' responsibilities to 
report on internal controls - a hot 
Issue after collapses such as Barings - 
the fwmmftteo may recognise that the 
subject has become clouded in seman- 
tics and simply call for a breathing 


On toe fundamental question of the 
structure of boards, the committee is 
unlikel y to usher in a move to the 
two-tier German model. The unitary 
board wfll survive - although Hampel 
may have a lot to say about toe pres- 
sures on non-executive directors to 
both add value at the boardroom table 
and regulate their fellow executives. 

H ampel may turn to governance 
outside the company. Cymes 
may see this as corporate UK’s 
revenge for Cadbury. “We have had 
governance inside toe company - now 
directors may start looking at the insti- 
tutional investors," says one leading 
auditor. 

Hampel is unlikely to embrace the 
concepts of toe stakeholder society - 
one to which companies care not only 
for shareholders but employees, suppli- 
ers, those affected environmentally 
so on. The Labour party’s retreat from 


championing the idea will have 
reinforced the committee’s natural 
inclinations. 

But better communication with 
shareholders and others may weD be 
on the ag e nda. Both the annual general 
meeting and financial reporting are 
seen to be in need of reform. Hampel 
may well back moves to give the vast 
majority of shareholders easy-to-read 
summary reports while analysts and 
the media would be offered fUH results 
on the day of the p reliminar y results - 
and better information with interim 
reports. 

Meanwhile, the government is pre- 
pared to wait and see what Hampel 
produces. “Labour has a huge amount 
of turf to defend on these jqones — I 
don’t see them rushing at It,” says one 
governance consultant. “They have 
promised a panel of experts will be 
farmed - Hampel may just be a damn 
squib." 
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A program of 
organisation 

F or centuries the companies lag b ehind theij 

address book and US counterparts in using 
diary resisted the snftwaw. 


INFORMATION TECHNOLOGY 


Using the internet • Geoff Naim 


F or centuries the 
address book and 
diary resisted 
modernisation, but now a 
new breed of software 
promises to do for 
businesses what the 
personal organiser has 
achieved for individuals. 

It is called contact (or 
business relationship) 
management software, and 
promises to shake np work 
processes while retaining 
the flexibility, accessibility 
and security of tts 
paper-based forebears. 

While a personal 
organiser helps an 
individual manage 
contacts and appointments, 
the new software works as 
a “corporate information 
manager”. It acts as a 
“smart" address book and 
diary, and organises tasks 
network-wide by creating, 
linking and indexing faxes, 
letters, documents, e-mail 
and contacts to personal 
data. 

Computing is generally 
organised by tasks, 
attaching data records to 
projects - for example, 
“this fax was sent to Jones 
and Smith”, which says 
nothing about what else 
Jones or Smith had 
received from the 
company. Contact 
managers are organised 
around people - “Jones 
was sent Fax 1, Letter 2 
and e-mail 3". Contact 
managers are regarded as 
“enterprise software” 
because all workers in an 
organisation have all the 
information about a 
customer. 

“Enterprise software is 
shifting its focus from 
expense controls and 
employee productivity 
improvements, to revenue 
generation and creating 
greater external customer 
satisfaction,” says Bob 
Austrian, a software 
analyst at Montgomery 
Securities of the US. 

European software 
developers such as 
Norway’s SuperOffice and 
Germany's Auram lead the 
way in producing 
networkable boxed 
products, but European 
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companies lag behind their 
US counterparts in mting 
the software. 

In Europe many 
financial organisations, 
such as Midland Rank and 
Allied Dunbar, are looking 
at contact management 
software, and some, such 
as the Royal B ank of 
Scotland and Gninness 
Mahon, have already 
jumped in. 

“Bespoke applications 
were considered but cost 
over £2,000 per user and 
took too long to 
implement,” says Douglas 
Alston, head of sales 

support, co mm ercial 
banking services at the 
Royal Bank of Scotland. 
“RBS was pushing retail 
banking and needed a 
quick installation, the 
boxed products were a 
fraction of the cost at 
around £200 per user and 
required little staff 
training or skilled 
installation.” 

At Guinness Mahon, Tim 
Staimard, IT manager says: 
“Contact management has 
become the front end of 
our system for our users. 
Our word processing, 
databases and document 
management are accessed 
from within SuperOffice 
and Windows just sits at' 
the bottom.” 

Contact managers have 
developed along two paths, 
integrated and 
networkable. Integrated 
solutions have their own 
database and 
correspondence templates 
for e-mailing, faxing and 
contacting the outside 
world. They are the 
simplest and cheapest to 
install but act 
independently from 
existing programs on the 
system. 

Networkable solutions 
tie in with the company’s 
existing programs, such as 
the database and e-mail, 
word processing, 
spreadsheet or accounting 
packages. Data entered 
anywhere in the sy s te m 
are therefore automatically 
updated everywhere else. 

Mark Selway 


Shoot 
the e-mail 
messenger 

Not only is the internet unreliable 
for business but it is as secure and 
private as ‘sending postcards’ 


I n the mid-i9th century, when 
telegraphy was in its infancy, 
users would spend anxious 
hours waiting for urgent tele- 
grams to be received over slow and 
unreliable networks. 

Last week a series of glitches and 
errors in the US brought traffic on 
much of the internet to a halt, 
bouncing millions of e-mail mes- 
sages back to their senders; inter- 
net users must be wondering how 
much progress has been made. 

The internet has brought e-mail 
to the masses but failures are com- 
mon and the shortcomings of cur- 
rent technology are familiar to 
many: messages that cross the 
Atlantic in min utes may take 
hours to reach someone In the 
same city; e-mails are returned 
marked “undeliverable” because of 
a technical incompatibility; anx- 
ious senders transmit the same 
message several times not knowing 
if it has been received. 

The problem is particularly rele- 
vant to electronic commerce, inter- 
net mail could revolutionise 
business-to-business trading 
because it offers a cheap and uni- 
versal method of transferring bids, 
invoices and payment advices 
between trading partners. 

The European Commission, for 
example, would like to mak e public 
procurement more efficient in the 
European Union by introducing 
electronic tendering, invoicing and 
payments. However, such projects 
are destined to remain on the 
drawing board unless the IT indus- 
try can address two fundamental 
weaknesses of internet mail- secu- 
rity and reliability. 

“As the market evolves to using 
the internet for processing transac- 
tions. a higher level of reliability is 
required than is currently avail- 
able from e-mail systems,” says 
Joyce Graff, research director with 
the Gartner Group, the US market 
research finn. 

If a bid for a contract is sent by 
e-mail over the internet, the sender 


has no way of knowing that the bid 
was successfully delivered and 
before deadline. The internet is 
also inherently insecure and few 
businesses are prepared to send 
bids or other confidential informa- 
tion via the system. 

“One of the biggest inhibitors of 
electronic commerce over the inter- 
net is sec urity ," says Roger Dean, 
executive director of the European 
Electronic Messaging Association 
(Eema). a trade body that aims to 
improve technical standards. 

Internet technologies have made 
enormous strides In many areas, 
but e-mail has been largely over- 
looked. The technical standard for 
handling e-mail on the internet. 
Simple Mail Transport Protocol, 
lacks features snch as delivery 
notification and directory services 
that have long been taken for 
granted in the proprietary e-mail 
systems that companies use for 
internal communications. These 
proprietary systems work well if 
sender an ri receiver are the 
same ty rfwn , but many companies 
have several different e-mail 
systems - some a decade old - and 
incompatibilities are common. 

Internet mail has traditionally 
been a low priority for corporate IT 
managers but this is changing as 
more companies look to replace 
their traditional networks with 
intranets and extranets. These net- 
works use the same standard tech- 
nologies as the public internet to 
link users within a company (intra- 
net). or suppliers and partners out- 
side (extranet). 

Intranets and extranets can thus 
be accessed by any type of com- 
puter using cheap off-the-shelf 
internet software, sucb as web 
browsers, e-mail programs and 
groupware - software to share doc- 
uments or schedule meetings. 

Analysts believe it will be sev- 
eral years before extranets replace 
specialised electronic trading 
systems, sucb as the electronic 
data interchange networks used in 



the motor industry and other sec- 
tors. The reason is that internet 
mail was designed primarily for 

interpersonal pnmrwimiwrfinw; and 

so lacks the reliability and 
accountability features needed for 
electronic trading. 

The Gartner Group estimates 
that 15 per cent of internet traffic 
in 2000 will require a more reliable 
messaging technology, and the TT 
industry is working on various ini- 
tiatives to ensure that messages on 
the internet get through. For exam- 
ple. US networking company 
Nexor recently announced a mess- 
aging product that goes beyond the 
internet SMTP standard by offering 
a delivery notification mechanism 
And some large internet service 
providers (ISPs) are considering 
renting secure links on the net- 
work to offer a premium service 
with a guaranteed delivery time. 

Last April, the Business Quality 
Messaging group was set up by IT 
heavyweights such as Microsoft. 
Intel, Hewlett-Packard and Interna- 
tional Business Machines. It aims 
to develop messaging technologies 
to make business-to-business com- 
merce a reality by. for example, 
allowing a supplier’s hilling system 
to communicate with a customer's 
stock control program using 
e- mail- 


order entry or stock control 
systems have traditionally been 
mainframe-based, and to do these 
applications on an intranet or 
extranet using e-mail requires 
sophisticated message tracking and 
mechanisms so that if an order is 
changed. Tor example, all applica- 
tions thereby affected will be 
updated. 

IBM has announced the first - 
and so far only - product that sup- 
ports BQM. The product, called 
MQWare, is a scaled-down version 
of software that IBM sells to han- 
dle transactions in stock exchanges 
and banks. Microsoft is working on 
a competing product called 
Falcon. 

Analysts believe it wifi be sev- 
eral years before BQM comes close 
to its goal and critics say the group 
is not representative because it 
lacks important names from the 
internet world, such as Netscape 
and Oracle. 

A more pressing problem for 
internet mail is security. “Sending 
e-mail over the internet is like 
sending postcards. Anyone can 
read them." says Chris Taper, 
chairman of the Eema security 
committee. According to an Eema 
survey. 53 per cent of businesses 
polled were so concerned about 
security that they did not use the 


Internet for commercial purposes. 

Pharmaceutical companies, for 
example, would like to use e-mail 
to send patented information 
between their various laboratories 
but security issues prevent them. 

Products exist that allow users to 
encrypt and digitally sign mes- 
sages. and verify that a received 
message does Indeed come from 
the supposed sender. But the big- 
gest hurdle has been distributing 
the encryption keys that trading 
partners need to decode each oth- 
ers' encrypted messages. By the 
end of this year, Eema hopes to 
have agreed a standard for e-mail 
directories that will allow internet 
users to look up the e-mail address 
and keys of trading partners more 
easily. 
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FT Surveys 


The Financial Times plans to publish a Survey on 

France 

on Monday, November 3 


For further information, pi ease contact: 
Lindsay Sheppard 

Tel: +44 171 873 3225 Fax: +44 171 873 3204 
or Paul Maravfglla 

Tel: +33 1 53 76 82 51 Fax: +33 1 53 76 82 53 
or your usual Financial Times representative 


The Financial Times plans to 
publish a Survey on 

|Oil Industry] 

oil Tlmrshay September 1 1 


For further Information, 


please contact 


Bin Castle 


Tel: +44 171 873 3760 


Fax: +44 171 873 3062 


FT Surveys 


LEGAL NOTICES 

bubeilieti Court of Justice No.802943 
rf 1997 

Oreacmr Dhftion 
Compared Caul 

IN THE MATTER OF 
HAVELOCK EUROPA PLC 
antf 

IN THE MATTER OF 
THE COMPANIES ACT I9SS 
NOTICE IS HEREBY GIVEN that a 
Petition was on I3tli June 1997 
presented to Her Majesty's High Court 
of Justice for Uw confirmation of the 
reduction of the Share Premium 
Account of the above-named Company 
by the sum of £1029, 176. 

AND NOTICE IS FURTHER GIVEN 
that die said Petition is directed to be 
heard before Mr Registrar Buckley at 
die Royal Courts or Justice. Strand. 
London WC2A2LL oo Wednesday 30tfa 
July 1997. 

Any creditor or shareholder of the mid 
Co mp a n y dea lr in g to oppose die m ak in g 
of an order for the coo flnwti oo of Ibe 
said reduction of Share Premium 
Account should appear at the time of 
the hearing in pence or by Cotaoel for 
that purpose. 

A copy of the said Petition will be 
furnished to any sucb p ers o n requiring 
the aamc by the undermentioned 
solicitors on payment of the regulated 
charge for the same. 

Dated tbe2laday of July 1997 
Monwii Skinuw. 63 Queen Victoria 
Street 

Loudon EC4N4ST 

(Reft MAM/KMD/HA8i3484 

Solicirm for the above-named 

Company 

Td: 0171 3293299 

fee 0171 3294000 
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Yahool’s 

geek-free 

area 

Some intriguing 
demographics for would-be 
internet advertisers have 
emerged in a survey 
conducted by Continental 
Research on behalf of 
Yahoo] Europe, the internet 
media company joint 
venture with Softbank. The 
study shows YahooTs 
audience is upmarket and 
not at all “geeky”. Most are 
affluent hoxneowning 
professionals with a family 
life who use the internet to 
improve their lifestyle. 

Among the findings: 85 
per cent of respondents in 
the UK are male and just 
under 60 per cent are aged 
between 25 and 44. The 
average household income 
is £44,000 (almost three 
times the national average) 
and three-quarters of them 
own their homes. 

Despite recent scares, 
Yahoo! UK users are 
confident about the security 
aspects of shopping online, 
with 57 per cent believing it 
is as safe or more safe than 
ordering by telephone and 
42 per cent saying they plan 
to start shopping online in 
the next 12 months. 

The internet has also 
contributed to a shift in 
leisure pursuits among this 
group. More than half now 
favour sitting at a PC to 
watching television. More 
than half also said they 
send fewer letters and 
memos because they prefer 
e-maiL 

Talk Loud PR: tel UK 
(0)1712552767 

Graphics 
tablets come 
of age 

Graphics tablets have 
helped transform the 
business of drawing on the 
! personal computer, but 
, most of the tools available 
to the professional 
artist have remained 
primitive. 

Now Wacom, the world 
market leader for graphics 
tablets, has developed a 
suite of eight innovative 
pressure-sensitive tools that 
work with most of the 
leading software packages, 
including Adobe’s 
Photoshop, Corel 
PhotoPaint and Painter and 
Detrdler. 

PenTools offers enhanced 
image editing and, says 


Watching brief 



Brian Fielder, Wacom's 
European market director: 
“PenTools plug-ins answer 
the need for greater 
creative control and 
innovation.” 

Among the plug-in tools 
included in the suite are 
Brush-on. Noise, 8-D Chisel, 
Super Putty and Virtual 
Airbrush. 

The plug-ins will be 
shipped with Wacom’s 
ArtPad n and UltraPad 
series of tablets from 
September and are 
compatible with all current 
and older tablets. 

Wacom : Tel, Germany 
2131123929; Web http.'i) 
toww.ioacom.de 

At home 
with virtual 
reality 

Interim' design software 
packages have generally 
suffered from two failings. 
Either they are too 
simplistic and unrealistic, 
or they are very expensive 


and require specialist 
hardware. 

This week, however. 
Europress, the UK-based 
entertainment, education 
and lifestyle software 
publisher, is launching 3D 
Interior Design 2. 

The £2939 package has 
been developed using 
Superscape’s virtual reality 
authoring software and 
claims to be the first 
VR-based interior design 
product for the home 
market 

Using the software is 
designed to be both 
powerful and easy. Once a 
room’s dimensions have 
been input more than 600 
furnishings, fittings and 
textured objects are 
available from the virtual 
clip art library and can be 
dragged and dropped into 
the room space. 

To add realism, many of 
the objects have 
“intelligent characteristics” 
- for example, the curtains 
can be drawn and television 
channels can be changed. 

The software consists of 


Windows NT’s longer reach 



Fqjitsu Personal Systems has launched what is claimed to 
be the world’s first mobile pen computer - or pen tablet - 
to run Windows NT, the “industrial strength” Microsoft 
operating system. The California-based Fujitsu s ub sidiary 
says this wOi allow enterprises to use 32-bit applications 
in the farthest reaches of their organisations. The Stylist lr 
1200, expected to be priced from £2,100, is also available 
wiffi Windows 95 or Windows for Workgroups 3.n. 

Fu jitsu Personal Systems (Louis Jouanny). tel Prune? 
15566S5S6. fax 155558687. ■ 


In fo rma t io n Tedviology 
• Th&fTs review of .. •• • 
information Technology : 
appears on the first . *• : 

Wednesday of each month . 


three main modules, 
planner, editor and 
visualiser. 

Within visualiser. the 
camera mode records 
movements and plays them 
back as an animation, while 
human mode allows the 
user to set their height 
before walking about a 
room. The software can also 
calculate wall and floor 
areas. 

Europress: tel UK (0)1625 
659333: Web: 
www.e u ropr ess .co.uk 

Affordable 

mechanical 

modelling 

The battle to control 
the market for mid-priced 
mech an ic al design software 
has intensified with the 
release of PT/Products 2.0 
by US-based Parametric 
Technology, rentes Andrew 
Baxter. 

Parametric released the 
first PT/Products - a 
slimmed-down version of its 
high-end Pro/Engineer 
software - two years ago. 
The latest release has 
several enhancements, 
including an improved user . 
interface, a better sketeber 
and a new module for 
designing sheet metal j 

parts. I 

The mid-range market I 

has developed fast over the j 

Past two years, in response 
to customers who want to 
migrate from a simple 
two-dimensional design 
product to 3D solid 
modelling, but do not want 
to pay up to £20,000 per 
copy for a high -end 
package. 

The main competitors in 
the mid-range sector, where 
prices range from £2.500 to 

£5.000, are Solid Edge, 
produced by Intergraph, 
and SolidWorks. Last 
month France’s Dassault 
Systemes, best known for 
its high-end Catia software, 
agreed to buy privately 
owned SolidWorks for 
about S310m, 

PT/Products 2.0 is priced 
from S3. 000 in the US and 
from £2.680 in the UK. 
where It was launched last 
week by value-added 
reseller Definitive 
Applications. 

Definitive Applications, 

UK: tel (0)1635 551553. fox 
(0)1635 55155-1. 


toMdunj, Brief is compiled 
** Paul Taylor, e-mail 
pmiLtayionuPT.com: fax 
(0)171 ST3 3J9S. 
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Television/Oiristopher Dunkley 

View from the top 


T his column is dedicated to 
the memory of Brian 
Wenham for whom a 
memorial service was held 
at St James's. Piccadilly, in 
central London on Monday. Wenham's 
life and work exemplified the golden 
age of British broadcasting - a concept 
which infuriates many of today's 
broadcasters, bat which, as hindsight 
makes increasingly clear, is a distinct 
reality. The point Is not that good 
programmes are no longer made, but 
that during the years when Wenham 
was a central and inspiring influence, 
demanding and high quality 
programmes were a dominating factor 
in British broadcasting. Today they 
seem to be made as an afterthought, a 
doty, an adjunct to the real thing: 
ratings winners. 

In the 1960s Wenham worked at 
ITN; in the 1970s he was editor of 
Panorama and then head of BBC 
current affairs; in the 1980s controller 
of BBCZ, then director of p rogr am mes 
for BBC television; and in 1986/87 he 
was managing director of BBC radio. 
You could tell what sort of man he was 
from the hundreds who packed St 
James's on Monday, not only the top 
executives of British broadcasting and 
scores of producers, bat a host of 
famous on-screen faces: Robert Kee, 
John Tusa, Joan BakeweU, Humphrey 
Burton (who organised the music), 
Ludovic Kennedy. Mdvyn Bragg, . 
Jeremy Paxman, and many more. They 
would not torn out for every BBC 


bigwig, but Wenham had special 
qualities, not Just professional but 
social: he and his wife, Liz, were at the 
centre of what seemed to be an endless 
network of friends. 

Prom time to time, gamekeeper 
Wenham turned poacher and wrote 
this column. Had this been one of Ins, 
what would he have found to admire 
In the past week, and, not being a man 
to suffer fools gladly, what would he 
have eviscerated? It is midsummer, of 
course, and the worst time of year for 
new or unusually good prognnnnies, 
yet I suspect he would stfU have found 
much to praise. First, as a lifelong 
music lover and passionate devotee of 
the Proms, be would have watched the 
opening night of the 1997 season and 
listened simultaneously to the Radio 3 
transmission. (Actually he would have 
been there, but let's pretend . . .) 

He would, I suspect, have approved 
of Bob Coles’ direction of the 
programme not only for what he did, 
but for what he did not do. Watch the 
televising of orchestral concerts 
almost anywhere else in the world and 
yon risk seasickness: the crash zoom 
into the trombone beD, the zip pan to 


the blonde oboe player, the cut to a 
shot from the ceiling, mixing through 
to a fumy ou tline on which you pull 
focus to reveal a reflection in the tuba, 
the bounce from one camera to 
another in imitation of some fast 
rhythmical passage of music — all fhfe 
frantic malar ky is standard in most 
countries. The BBC still respects its 
public enough to televise this sort of 
event with an intelligence which takes 
the development of the music into 
account. 

H aving been so closely 
involved as a producer 
with factual 
progr am mes, Wenham 
would probably have 
watched this year’s three Hypothetical* 
on BBC2 - once his own channel - and 
mi ght have reflected that, while these 
discussions of employment policy were 
not the very best Hypothetical* ever 
made, the formula was still working 
well and revealing what otherwise, so 
often, remains hidden. (Urey were 
reviewed in Saturday's FT.) No doubt 
he would also have watched 
Neighbours From Hell on ITV with its 


dreadful - yet sometimes undeniably 
funny - litany of spite and cunning: 
pig manure under your neighbours’ 
window, fast growing evergreens to 
steal your neighbours' light and view, 
closed c ir cu it cameras to catch them 
flicking ftanrfftik of soil into your 
fishpond. However, he might have felt 
that the final case, involving racist 
persecution, up to and including 
attempted murder, was in a different 
category and (thanks to some excellent 
and terrifying vtelte footage) 
deserving of a separate programme. 

But, despite his interest in politics, 
industry gossip, and talk generally, 
and consequently in talk shows, f 
suspect that the programme which 
might have captured Wenham’s 
imagination most was the second in 
the Channel 4 series The Deep, about 
life in the deepest parts of the ocean. I 
am not aware that he had any 
particular interest in matters 
sub-acqna, though he certainly loved 
most aspects of the Mediterranean 
area, but he did appreciate 
professionalism in any sort of 
programme making and The Deep is 
highly professional. Furthermore, 


there is a philosophical, even a 
metaphysical, side to these 
programmes, especially to the second 
in the series on Sunday, which would 
have appeal! ed To Wenham. 

Like most of us he would have 
goggled in fascination at the 30-foot 
oarfSsh, the vampire squid (very bad 
news, like a barrage balloon with 
Dracula teeth) and the bizarre 
nano mi a which looks like a bundle of 
television aerials. But what would 
surely have engaged his mind was the 
revelation of what the most recent 
deep-sea discoveries have shown about 
our previous beliefs concerning life on 
earth. Sunlight necessary for all life? 
Insects the most numerous life form? 
Moderate temperatures needed for life 
to begin? T hanks to the modern 
equipment shown In last week's 
programme, we now know that the 
“blade smokers’* on the ocean floor, 
miles from any sunlight, which spew 
out volcanic matter at 850 degrees 
centigrade, are surrounded by billions 
of shrimp. 

In the mod below the ocean abyss 
lives “the most abundant and 
successful life form on this planet": 


wmcti - ana in is is me 
bit — may have their counterpart in a 
deep inner sea on one of Jupiter's 
moons which was recently 
photographed by the Galileo probe. 11 
sounds almost post-Darwinian, and 
Wenham would have revelled in the 
new vistas being opened up, and in the 
way that television was so early into 
an area which is now spawning books 
at an amazing rate. 

In the area of arts and 
entertainment, he would hardly have 

been greatly impressed by this' week’s 
Omnibus which asked “Whatever 
Happened To Clement And La 
Frenais?" and, having told us - thev 
have been living for years in Los 
Angeles (was there somebody who did 
not know?) - failed completely to tell 
us why. Why did they go in the first 
Place, at the height of ibeir Tame as 
creators of Porridge and .-\uf 
Wiedersehen Pvt. and why do thev Slav 
now that they seem to be employed as 
un-credited script spin-doctors? On the 
other hand, Wenham might well have 
relt that midsummer was a good time 
for repeats of Pride And Prejudice on 
BBC1 and The Jewel In The Cron;, on 
Channel 4, two of the best serial 
adaptations in the last quarter of a 


century. 

Born in 1937. Brain Wenham lived 
only 60 years, but be was centrally 
involved in what may prove to be the 
richest years of British broadcasting. 
Richest in programmes, that is. 


Opera/Richard Fairman 

Pantomime 
Rossini saved 
by its star 


T he promise that 
Glyndeboume was 
going to take up 
Rossini in earnest 
did not start out as its audi- 
ences might have hoped. The 
first opera the festival chose 
was the little-known, gloomy 
Ermione two years ago - an 
interesting rarity and splen- 
didly done, but hardly the 
operatic fare to go with a 
summer picnic. 

This season patience has 
its reward. Le Comte Ory is 
one of the select group of 
Rossini comic operas that 
can hope to tickle the rite of 
an opera-going public 
brought up on television sit- 
coms. What other opera 
includes a chorus of drunken 
nuns or a trio in which a 
cross-dressing man acciden- 
tally mistakes the woman he 
desires for a different 
woman who is playing a 
man? Fail to get a laugh out 
of that and the producer 
should be shown the door. 

For its new production, 
which opened on Sunday, 
Glyndeboume entrusted the 
job to J£rdme Savary. As 
founder of Le Grand Magic 
Circus, he could guarantee 
some clowning. But as the 
shew sets out at near-panto- 
mime level, with a latecomer 
wandering on to the stage 
clasping his picnic-hamper 
and a herd of model cows 
trotting across the backdrop, 
any sentient brain has to 
stop and ask what grown 
men and women are doing 
taking opera like this seri- 
ously. 

The answer does not come 
until halfway through the 
first act, when the toy draw- 
bridge of the castle is low- 
ered and the reason for 
being there walks on and 
starts to sing. Her name is 
Annick Massis and ghp is a 
class act who raises the level 
of the whole game. So often 
these high coloratura Ros- 


sini parts attract singers 
who operate like mp*4ianiral 
dolls, but Massis’s expres- 
sive soprano is so much 
more - a voice of smiles and 
tears with a human face — 
and chp is also a beautiful 
and subtle comedienne. 

With her help the music 
comes into its own. Rossini 
knew all about getting value 
out of his assets and for this 
opera re-cycled a lot of his 
earlier score for H uiaggio a 
Reims. How it is that Le 
Comte Ory can seem to have 
a delicacy of its own is the 
composer's secret. I am 
inclined to think that 
Glyndeboume’s music direc- 
tor, Andrew Davis, is on bet- 
ter terms with the rumbus- 
tious Italian Rossini than hte 
subtle French twin brother, 
but he gets brilliant playing 
from the London Philhar-. 
monic. which is one of the 
evening’s main assets. 

A s in so many Ros- 
sini operas, the 
main tenor role is a 
killer. Marc Laho, 
as Comte Ory himself, has a 
serviceable voice that man- 
ages the test runs and high 
jumps very commendably, 
but his singing never quite 
turns a sport into an art. 
Like a pole-vaulter going for 
a lifetime best, he runs up to 
the impossibly high Cs and 
Ds with all the vigour he can 
muster, but the sound is 
loud and coarse, where some 
soft artistic shading would 
have been more welcome. 
Still, he does well enough, so 
it seems mean to complain. 

In the role of the principal 
boy, Isolier, Diana Montague 
has the ideally youthful high 
mezzo voice for the part and 
looks great in the page boy’s 
blue satin tights. Ludovic 
Tfcrier has the advantage of 
being a native French- 
speaker in Raimbaud’s 
tongue-twisting aria and 
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A class act Annick Massis and Diana Montague in ‘Le Comte Ory* at Glyndeboume ****>• u* 


Julien Robbins sings the 
Governor with a resonant, 
gravelly bass, which is not 
quite as mobile as Rossini’s 
music demands. Jane Shau- 
lis hits the right tone of 
matronly prurience as 
Ragonde and Glynde- 
boume’s male chorus has a 


high old time as drunken 
nuns Hanging the can-can. 

The simple truth is that 
Rossini was no Mozart when 
it came to writing comedies 
that plumb human depths. 
So long as one is prepared 
for a belly-laugh with no 
strings attached, this makes 


a fine evening's entertain- 
ment Savary handles the 
sexually confusing f inal trio 
quite brilliantly and his 
designer, Ezio Toffolutti, 
contrives some beautifully 
romantic, sepia-tinted 
scenes, not least his naughty 
ladies' bathing chamber. If 


any newspaper blazons the 
headline “Topless at Glynde- 
bourne”, be assured It is 
referring to events on stage, 
not the picnickers in the gar- 
dens. 


Sponsored by Commercial 
Union. 


Theatre 

Labours of a 
modern-day 
Machiavelli 


P oor Niccolo Machia- 
velli. Across the 
centuries this 
patron saint of 
image consultants has had 
about as bad a press as it is 
possible to have and in 
Changeinspeak's The Prince, 
at the Young Vic studio, 
he once again comes in 
for the old “demon eyes" 
treatment 

He appears here in the 
guise of Nicholas Maitland, 
ostensibly a resting spin doc- 
tor and political legend who 
offers his services to a 
fresh-faced new-Labourish 
campaign manager after a 
chance encounter in a street 
brawL 

Old Nick soon sets to 
work transforming the well- 
meaning but ineffectual 
party into a lean, mean 
fighting machine, but truth 
and ideology are early 
casualties on the road to 

SUCC86S. 

This is well-trodden 
territory and the potential 
for mind-numbing cliche 
is great, but Simon Blake, 
the writer and director 
of this piece, certainly 
knows a beautifully turned 
phrase when he sees 
one. 

The writing is sharp and 
well observed and the dia- 
logue comes at us like a run- 
away train - unfortunately 
at times it seemed as if some 
of the cast were still running 
alongside trying to jump on 
board. 

Blake puts large sections 
of Machiaveili’s original 
treatise into the mouth of 
his dark angel. Maitland, 
and it is interesting, 
although perhaps unsurpris- 
ing. to see how apposite 
many of his observations 
have remained. 

There is the occasional 
jarring note in this 
smooth flow of rhetoric, 
such as Maitland’s oft- 
repeated maxim “speed 


kills". What does this mean 
in this context? We don’t 
have time to spot and find 
out 

The plot contains all the 
ingredients one would imag- 
ine: political and personal 
betrayal: sexual scandal: 
dodgy arms dealing and 
political jockeying. 

The young campaign 
manager soon finds that he 
has selected tor too short a 
spoon for his supper with 
the Devil and his leader 
quickly finds himself a “pris- 
oner of his own script”. 
Pretty phrases and the col- 
our of his tie have become 
more important than policy. 
As election day approaches 
skeletons start coming out of 
cupboards and Nick is sent 
in to neutralise the nasty 
odours. 

T he company uses 
visual, physical and 
musical elements to 
enhance the story. 
For the most part the per- 
formers serve both the style 
and the story well. Penny 
Stuttaford in particular, as 
the opposing PR woman, 
was a vision of conservative 
c alm . 

Hie possible exception is 
George McAllister as the 
Prince of Darkness. Played 
as a thuggish imp, a cross 
between Malcolm McLaren 
and Oliver Reed, his delivery 
was sometimes stilted and 
his lurkings seemed over 
contrived. 

Simon Blake and his 
company must, however, be 
applauded for their bravery 
in tackling such a huge 
and complex set of subjects 
with considerable energy' 
and verve. 

Sam Albasini 


The Prince plays at The 
Yonng Vic, London SEI 
(0171 928 6363) to August 2. 


International 



■ AVIGNON 

THEATRE 
Avignon Festival 
Tel: 33-4-9014 1414 

• Amphitryon: by MoRfere. One of 
two productions brought by 
Anatoli Vassiliev as part of a 
Russian season. Cast includes 
Valerie Dreville; at the Eglise ties 
CeJestins; Jui 23. 25. 26, 27, 

• Chambre d’H&tel dans la Vitte 
de Nn: adapted from Gogol and 
directed by Valeri Fokine; at the 
Usine Volponi: Jui 23, 25, 26, 27 


■ BERLIN 

exhibitions 

Museum fur Modeme Kim St, 
Msrtin-Gropius-Bau 
Tel: 49-30-2548 6714 
The Age of Modernism - Art in - 
the Twentieth Century: 
comprehensive survey which 
presents the art of this century in 
four self-contained sections. 
Beginning with the explosion of 
Cubism and the crisis of the 
avant-garde, the exhibition 
includes works by Picasso. 


Duchamp and Kandinsky as well 
as younger and contemporary 
artists; to Jul 27 


■ LONDON 

CONCERTS 

BBC Proms, Royal Afeert Halt 
Tel: 44-171-589 8212 

• BBC Symphony Orchestra: 
conducted by Andrew Davis in 
the world premiere of Sea-Change 
by Iannis Xenakis, and works by 
Prokofiev and Strauss. With 
pianist John Litl; 

Jui 23 

• Paul Daniel conducts the 
Chorus of Opera North and the 
English Northern Phi&tarmonia in 
Stravinsky’s Petrushka and a 
semi-staged London premiere of 
Komgold's Vfofanfa, directed by 
fvBget Lowery: Jui 24 

• Sir Peter Maxwell Davies 
conducts the BBC Philharmonic in 
the world premiere of his new 
work Sails in St Magnus I , 
inspired by his friend the poet 
George Mackay Brown. Vassily 
Slnateky conducts works by 
Beethoven and Shostakovich. 

With pianist Stephen Kovacevich; 
Jui 25 


■ NEW YORK 

Lincoln Center Festival 97 
Tel: 1-212-875 5030 
.CONCERTS 
• The Intimate Pfitzner 
musicians of the Center's 
Chamber Music Society, the 
Orchestra of the Royal Opera 
House and the NY Philharmonic 
join forces to present this evening 
of chamber music and songs by 
Hans Pfitzner. at the Alice Tutly 


Hall; Jul 23 

• Pomeriunr. a cappella earty 
music ensemble presents a pair 
of concerts designed to 
complement the festival's 
presentation of Pfitzner’s opera. 
“Before the Council of Trent”, Jul 
20, featured music by Palestrina 
and his predecessors: “After the 
Council of Trent”, Jul 27, places 
his music alongside that of his 
contemporaries; Alice Tuliy Hall 

OPERA 

Palestrina: by Hans Pfitzner the 
Metropolitan Opera House is the 
setting for the New York debut of 
London’s Royal Opera and US 
premiere of Pfrtzner’s opera, 
which teDs the story of 18th 
century composer Giovanni 
Periuigi da Palestrina. Tenor 
Thomas Moser leads a cast of 
more than 40 in this production, 
seen at Co vent Garden earlier in 
the year. The conductor is 
Christian Thielemann; Jul 24, 26 


■ ROME 

CONCERTS 

Accademia Nationals dl Santa 
Cecilia Tel: 39-6-6880 1044 
Orchestra and Choir of the 
Accademia Nazionale di Santa 
CedTia: conducted by Yuri 
Temirkanov in works by Borodin, 
Rachmaninov and Prokofiev; with 
piano soloist Dmitri] Alexeev and 
contralto Larisa Djadkova; 

Jut 24. 25 


■ SALZBURG 

Salzburg Festival 
Tat 43-662-844501 

CONCERTS 


• Camerata Academics 
Salzburg: conducted by Sandor 
V6gh In works by Mendelssohn 
and Beethoven. With violin soloist 
Joshua Bell; at tire Grosses 
FestspieJhaus; Jul 25 

• Vienna Philharmonic 
Orchestra: conducted by Seiji 
Ozawa in works by Berlioz and 
Schumann. With mezzo-soprano 
Susan Graham; at the Grosses 
Festspielhaus; Jul 26, 27 

OPERA 

• Die Entfohrung aus dem Serai): 
by Mozart New production. 
Conducted by Mark Minkowski 
and directed by Francois Abou 
Salem with designs by Francine 
Gaspar. With the Mozart 
Orchestra Salzburg and the 
Konzertvereinigung Wiener 
Staatsopemchon at the 
ReskJenzhcrf; Jul 26 

• Mitridale Re dl Ponto: by 
Mozart Conducted by Roger 
Norrrngton in a new production 
directed by Jonathan Miller, with 
sets by Peter J Davison. Bruce 
Ford sings the title role. With the 
Camerata Acad em lea Salzburg; at 
the Kleines Festspielhaus: Jui 

23, 27 

THEATRE 

• Der AJpenkflnig und der 
Menschenfeind: by Ferdinand 
Raimund. Revival of Peter Stein's 
production, with sets by 
Ferdinand Wogerbauer. With 
music by Wenzel M Oiler; at tire 
Landestheaten Jul 23, 24 

• Libissa: by Franz Grillparzer. 
New production directed by Peter 
Stein, with sets by Moidele Blckel. 
Ubussa is played by DOrte 
Lyssewski; at the Pemer-lnsel; Jul 


24. 25, 26. 28 


■ SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 

• Arabella: Janice Watson sings 
the title role of Strauss’s opera, in 
a new production directed by 
John Cox. The conductor is John 
Crosby; Jul 23 

• Ashoka’s Dream: world 
premiere of Peter Ueberson’s 
opera, with a libretto by Douglas 
Penick. Set in ancient India, it 
tells the story ofo King Ashoka’s 
transformation from angry 
conqueror to enlightened 
governor. Conducted by Richard 
Bradshaw, in a production 
directed by Stephen Wadsworth; 
Jul 26 

• Semele; new production of 
Handel’s opera, conducted by 
John Nelson and directed by 

John Copley. Elizabeth Futral 
sings the title role; Jul 25 


■ SCHLESWIG- 
HOLSTEIN 

CONCERTS 
Music Festival 
Tel: 49-431-567080 

• Festival Orchestra: conducted 
by Hartmut Haenchen in works by 
Brahms; the Stadeum, Stade; Jul 
23 

• Bamberger Symphoniken 
conducted by Horst Stein in 
works by Brahms and DShl. With 
piano soloist Rudolf BuchWnder; 
Musfk- und Kongresshalle, 

LQbeck; Jul 24 

• Philharmonie der Nationen: 


conducted by Justus Frantz in 
works by Schubert, Grieg and 
Rachmaninoff; at the Holstenhalle, 
Neumunster; Jul 26 
• Norwegian Chamber 
Orchestra: conducted by Iona 
Brown in works by Bach and 
Nordheim; at the Dom, Meldorf; 
Jul 27 


■ TANGLEWOOD 

CONCERTS 
Tanglewood Festival 
Tel: 1-617-931 2000 

• Boston Symphony Orchestra: 
conducted by Andre Previn in 
works by Mozart, Haydn and 
Ravel, with violin soloist Pamela 
Frank; the Shed; Jul 25 

• Boston Symphony Orchestra: 
conducted by Andte Previn in 
works by by Gould. Copland, 
Schumann and Gershwin, with 
clarinet soloist William R. 
Hudgins; the Shed; Jul 26 


■ VERONA 

OPERA 

Arena di Verona 
Tel: 39-45-800 5151 

• Madama Butterfly: by Puccini. 
New production. Conducted by 
Angelo Campon, with designs by 
Beni Montreson caste vary; Jul 23 

• Aida: by Verdi. Conducted by 
Nello Santi In a staging by 
Gianfranco de Bosio, revived by 
Susy Attendoli; Jul 24. 27 

• Carmen: by Bizet Conducted 
by David Gimenez, In a staging by 
Franco Zeffirelli. Agnes Balt&a and 
Jose Cameras recreate their 
famous double-act on Jul 19, 22 
& 25 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 
MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17 ’ 30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


A voice for the valleys 

Liam Hailigan on the pros and cons of Welsh devolution 


On the constitutional 
Richter scale, creating a 
Welsh assembly ranks far 
lower than establishing a 
Scottish parliament. But 
because the outcome of the 
Welsh referendum appears 
to be less certain, with the 
government facing the real 
possibility of an upset, the 
campaign is likely to be 
fought more viciously. 

That campaign began offi- 
cially yesterday with the 
publication of the white 
paper - a Voice for Wales - 
which sets out detailed plans 
far a directly elected Welsh 
assembly in Cardiff. "This is 
the first step in a process 
which will modernise and 
improve the British constitu- 
tion, ” says Mr Ron Davies, 
Welsh secretary. 

But u nlik e the proposed 
Scottish parliament, which 
could have limited powers to 
raise income tax rates, the 
Welsh body would have to 
settle for a block grant allo- 
cated by London. 

“Ron [Davies 1 will be 
reduced to a bookie's r unn er, 
taking messages from Car- 
diff to Westminster and back 
again," says Mr Nicholas 
Bourne, a Conservative who 
sits on the steering commit- 
tee of the Welsh “Just say 
No" campaign. 

The government shruggs 
off such criticisms, pointing 
to recent opinion polls which 
suggest the Welsh will vote 
marginally in favour of devo- 
lution on September 18. But 
Labour is well aware that 
the Welsh business commu- 
nity. which helped secure 
the four-to-one rejection of 
devolution in 1979. remains 
sceptical. 

The Welsh CBI is particu- 
larly concerned that Wales' 
success in attracting some 
£lhbn of inward investment 
over the past 15 years could 
be compromised. “An addi- 
tional layer of government 
indicates an extra tier of 
bureaucracy." says Ms Eliza- 
beth Havwood. director of 
CBI Wales. 

Ministers claim the assem- 
bly. which will comprise pol- 
iticians from all parts of 
Wales, will be able to reach 
speedy business decisions. 
“The assembly will not only 
be business-friendly, but 
business-oriented,” says Mr 
Peter Hain, Welsh office 



Ready to go: Robert Hodge, a leading figure in the anti-devolution campaign 


minister. “It’s about bring- 
ing Whitehall to Wales and 
making it more accessible." 

Supporters of devolution, 
such as Professor Kevin Mor- 
gan at the University of 
Wales, say that Europe's 
most successful regions - 
such as Catalonia and 
Baden-WUrtlemberg - have 
elected assemblies. “These 
governments are more 
empowered than any UK 
institution to develop tai- 
lored strategies for business 
and economic growth," he 
says. 

But Professor Kent Mat- 
thews, from the same uni- 
versity, says that because 
the assembly will “be open 
to nationalist influences", it 
could be politically unstable. 
"They'll want to make it into 
a doing shop, rather than a 
talking shop - leading to the 
conflicts that business 
abhors." 

Prof Matthews argues that 
while the assembly would 
give Wales “special regional 
status allowing it to apply to 
Brussels for numerous 
grants", the potential to 
secure such finance, is dimin- 
ishing. “The trend in the EU 
now is towards enlarge- 
ment . . . rather than 
regional development." 

Business also worries that 
the assembly, once consti- 
tuted. would press for tax- 
raising powers. “The white 
paper has ruled this out." 
counters Mr Hain. “And the 


assembly could only raise 
tax after primary legislation 
from Westminster." 

Beneath the constitutional 
tremors, lie arguments over 
Labour's “bonfire of the 
quangos" - the proposals 
detailed in the white paper 
to abolish more than half of 
Wales' 80 unelected govern- 
ment agencies over the next 
three years. Overhauling the 
Welsh quangocracy - a 
highly influential network 
controlling a third of the 
principality’s £7bn budget - 
is likely to provoke untold 
political squabbling. 

Much of the responsibility 
for economic development in 
Wales is devolved to the 
Welsh Development Agency 
- the most influential 
quango of all - an arrange- 
ment which Labour sees as 
undemocratic. Mr Davies 
says that even though there 
Is not one Conservative 
among the 40 Welsh MPs. 
spending priorities on roads, 
schools and housing are 
largely determined by 
quango bosses appointed 
under the last government. 

“There is deep anger and 
frustration that we are still 
presided over by Tbry place- 
men and women." he says. 
“Quangos are the public Dace 
of the corruption of our pub- 
lic life." 

The white paper proposes 
scrapping nine quangos as a 
first step, with another 20 
being disbanded after assem- 


bly elections in May 1999. “A 
lot of quangos win be culled 
and others will be brought 
under the control of the 
assembly," says Mr Hain. 
“Once they are no longer 
controlled by the secret 
cabals of felled Tory politi- 
cians, we will have filled the 
Welsh democratic deficit" 

Under the devolution 
plans, the assembly will 
have responsibility for all 
public services currently run 
by the Welsh office - includ- 
ing health, education, and 
agriculture, but not social 
security or law and order. 
The government, while ada- 
mant that the assembly will 
be good for the economy, 
accepts that the quango 
overhaul will result in some 
job losses. 

Several opponents of devo- 
lution - not all of them Con- 
servatives - say public con- 
cern over the quangos' 
unaccount ability does not 
justify devolution. “The gov- 
ernment could scrap the 
quangos by repealing their 
status at Westminster, 
instead or giving their func- 
tions to an assembly," says 
Mr Llew Smith. Labour MP 
for Blaenau Gwent. 

But ministers remain con- 
fident the Welsh will vote for 
devolution anyway. “Atti- 
tudes have changed since 
1979," Mr Davies says. As his 
opponents will be reminding 
him, he was a No cam- 
paigner last time around. 
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British people need 
informed debate on 
single currency 


From Mr Keith HUl MP, cmd 
others. 

Sir. Our decision an 
whether or not we join the 
single European currency, 
now or in the future, will 
have a major impact on the 
UK's future prosperity. To 
get this vital decision right, 
the British people need to be 
properly informed about the 
arguments on both sides. 
Unfortunately, the debate on 
the single currency in the 
UK so fer has been con- 
ducted in an atmosphere of 
ignorance and prejudice. 

The government is to be 
congratulated for publishing 
a paper setting out the 
advantages and disadvan- 
tages of British membership 
of the single currency, and 
urging a wider national 
debate. A Gallup poll just 
released by the European 
Movement shows 91 per cent 
of the population support 
publication of such a paper. 

Contrary to Eurascepttc 
propaganda, the poll also 
shows British people to be 
open-minded about the sin- 
gle currency. They want to 
hear the arguments before 
they make up their minds. 
There is all to play for in 
this debate, and the positive 
arguments need to be com- 
municated to people who 
until now have only heard 
the case against 

In principle, membership 


of a sensibly constructed sin- 
gle currency offers signifi- 
cant advantages to Britain. 
Lower interest rates, lower 
inflation, greater stability 
for business, and increased 
inward investment - all 
helping to create jobs - are 
likely consequences of join- 
ing the euro in the future. 
Equally, if the UK decided 
not to join, the consequences 
could be damaging, reducing 
investment and banning 
employment 
Without a full national 
debate, the British people 
will not be able to make up 
their minds on the merits of 
the issue. 

Keith Hfli, chairman. 

Labour Movement in 
Europe, 

Giles Radice MP, Cahxm 
MacDonald MP, Ann Clwyd 
MP, BQl Raxomell MP, 
Stephen Timms MP. John 
Home Robertson MP, Anne 
Campbell MP, Stephen 
Pound MP, Barry Gardiner 
MP, Stuart Bell MP, Duncan 
Campbell Savours MP, 

Mike Gapes MP, Ben 
Bradshaw MP, David Kidney 
MP, Rager Casale MP. 

Barry Sheet-man MP, Hugh 
Bay ley MP, 

European Movement - 
United Kingdom. 

Dean Bradley House, 

52 Horsefeny Road, 

London SWlP 2AF, UK 


Competition in aerospace 
must be fair and rational 


From Professor Philip 
Lawrence and others. 

Sir. Your editorial on the 
Boeing/McDonnell Douglas 
merger (“Brussels on the 
brink", July 21) overlooks 
some critical issues in the 
EU response to the proposal 

In the early 1990s the head 
of General Dynamics, Bill 
Anders, foresaw consolida- 
tion in the US defence/ aero- 
space sector as likely to pro- 
duce “One gorilla, two 
chim panzees and six marmo- 


In 1997, we now know this 
was a conservative estimate 
- $100bn- worth of merger 
an d we have something 
much closer to three enor- 
mous gorillas. The largest of 
these creatures is the new 
Boeing with projected sales 
of$48bn. 

In global terms it is not 
unreasonable to be con- 
cerned about this concentra- 
tion of market power. 
Although Airbus has excel- 
lent market share its per- 
centage of aircraft in service 
is low. The key Issue posed 
by the merger is not McDon- 
nell Douglas's market share, 
but rather its aircrew in ser- 
vice and the likelihood of 
customer loyalty if their 
commercial operation Is revi- 
talised. 

On a wider canvas no one 
should underestimate what 
the mercantilist agenda is 
for the Clinton administra- 
tion in high technology 
industries. Consolidated US 


Aerospace Inc Is 8 platform 
for global domination of 
aerospace and defence. The 
new Boeing will be a force in 
commercial large jets, space 
and fighters. Its financial 
strength in itselT will have 
an impact on its competitiw: 
relationship with Airbus. 

Of course Airbus wiU sur- 
vive but that is not enough. 
On the basis of the quality of 
Ihc product Airbus can 
attain 50 per cent of the mar- 
ket But Boeing market 
power con preclude thaL 
Interventions by Karel van 
Miert, the competition com- 
missioner, are about secur- 
ing a flair and rational com- 
petitive environment In 
global aerospace. 

Philip Lawrence, 
director. 

Aerospace Research Group. 
University of the West of 
England Bristol, 

Dr Anders Hanssun, 
senior science consultant. 
Reaction Engines Ltd 
Professor Dieter Schmitt 
department of aeronautical 
engineering. 

Technical University oT 
Munich, 

Dr Derek Brad don, 
associate director, 

Centre for Social and Eco- 
nomic Research. Bristol. 

Mr Horst Prem. 
consultant 

Ludwig Shlkow Foundation, 
c/a Frenchay Campus. 
Coldharbour Lane, 

Bristol BS16 1QY. UK 


Structural change needed in UK to 
meet blurring of financial edges 



From Professor Warren 
Edwardes. 

Sir. The development of 
credit derivatives has raised 
concerns over the legality of 
such structures when car- 
ried out by banks. Under the 
Insurance Companies Act 
1982 only companies author- 
ised by the Department erf 
Trade and Industry can 
carry out “insurance busi- 
ness". But banks such as 
NatWest have been writing 
insurance policies on inter- 
est rates (Caps) for a decade. 

While such business may 
have caused banks a few 


problems, the business has 
been quite legal under the 
Financial Services Act 19SG. 
It is regarded as "invest- 
ment" business and not 
“insurance" business. 

But most derivative mar- 
keters, when explaining 
Caps to clients, have quite 
correctly referred to them as 
interest rate insurance poli- 
cies. 

With the emergence of 
Scottish Widows Bank, Pru- 
dential Bank. Midland Life 
and Britannia Life, the dis- 
tinction between insurance, 
banking and building society 


business has been blurred 
and should be abolished by 
the new unified Securities 
and Investments Board. 

There should Just be all- 
purpose financial institu- 
tions with supervision based 
on risk-adjusted capital base, 
and shareholder approval 
with protection for retail cli- 
ents. 

Warren Edwardes, 
managing director. 

Delphi Risk Management. 

3 Hyde Park Steps, 

London W2 2YQ, 

UK 


Reassuring 

From Mr Nicholas King. 

Sir. The BBC reports that 
Lord McAlpine has been 
appointed leader of the Ref- 
erendum Movement and will 
be “calling a meeting of lead- 
ing figures ... to decide on 
the next steps". Also, “a n ew 
constitution for the move- 
ment has been prepared, but 
not circulated to members". 

How reassuring that a rich 
and influential group, com- 
mitted to democracy, has 
appointed itself to watch 
over the UK's constitution. 

Nicholas King, 

Central Medical Computers, 
33 St James’s Square 
Bath BA1 2TT, UK 


Caught in the current 

As sterling’s strength makes exporters struggle, Robert 
Chote argues that the UK chancellor must grin and bear it 


Mr Bill Phillips, a former 
cinema manager and croco- 
dile hunter from New Zea- 
land, spent the summer of 
1949 locked in a garage in 
Croydon. There he built a 
vast hydraulic model of the 
UK economy from perspex 
tubes, fishing wire and 
windscreen-wiper motors 
from a Lancaster bomber. 

Coloured water flowed 
through its valves and 
sluices, mimicking the way 
money circulates round the 
economy. The “pink lemon- 
ade national income 
machine" became a valu- 
able, If unorthodox, teaching 
aid at the London School of 
Economics, where Mr 
Phillips became a professor. 

One demonstration was 
particularly entertaining. 
One student would be 
appointed chancellor and 
put in charge of the valve 
which regulated the public 
finances. Another would be 
made governor of the Bank 
of England and banded con- 
trol over interest rates. 
Disaster followed as their 
uncoordinated policies sent 
water flooding everywhere. 

For now this lesson seems 
to have been forgotten. Mr 
Gordon Brown, the UK chan- 
cellor, has split responsibil- 
ity for fiscal and monetary 
policy between himself and 

the Bank. Budgetary policy 

is supposed to stabilise pub- 
lic sector debt and ensure 
that the government bor- 
rows only to finance invest- 
ment. The Bank has been 
left to pursue Mr Brown's 
inflation target by setting 
base rates so that demand 
for goods and services does 
not outstrip the economy's 
ability to supply them. 

This demarcation of 
responsibilities takes no 
account of the way the mix 
of monetary and fiscal policy 
affects the exchange rate - 
and so how economic activ- 
ity is spread between indus- 
tries exposed to interna- 
tional competition and those 
sheltered from it. But leav- 
ing the tradeable sector to 
bear the burden of disinfla- 
tion may reduce the long- 
term growth rate the econ- 


omy can sustain before ris- 
ing imports trigger balance 
of payments problems. 

Mr Brown's only formal 
statement of exchange rate 
policy so far is that he would 
like a “stable and competi- 
tive pound in the medium 
tens". On the morning after 
his July 2 Budget, he said 
nobody could be happy with 
the 13 per cent rise in ster- 
ling since August. But 
beyond insisting that he had 
the mix of monetary and fis- 
cal policy right, there was 
little else be could do. 

Since then the pound has 
continued rising, aggravat- 
ing the economic imbalance 
the chancellor inherited 
from Mr Kenneth Clarke, his 
Conservative predecessor. At 
a time when the Treasury 
estimates that the economy’s 
spare capacity is all but 
exhausted, consumer spend- 
ing is rising at its fastest 
rate since the boom of the 
late 1980s - driven by strong 
growth in post-tax personal 
incomes and £35bn ($S8.45bn) 
in “win dfalls " from building 
society flotations. Manufac- 
turers meanwhile face weak 
export orders, with engineer- 
ing companies recording 
their biggest fall in output 
for a decade in May. 

Disappointment that Mr 
Brown did not do more in 
his Budget to restrain con- 
sumer spending propelled 
the pound higher by cement- 
ing expectations that the 
Bank would raise interest 

No one knows 
how high rates 
will need to 
be raised to 
slow economic 
activity and 
safeguard the 
inflation 
target 


rates in coming months. No 
one knows how high rates 
will need to be raised to slow 
economic activity and safe- 
guard the inflation target. 
But with no track record and 
everything to prove there is 
an obvious danger of over- 
kill as the the monetary pol- 
icy committee is likely to err 
on the side of caution. 

Sterling’s ascent has been 
dramatic even by the stan- 
dards of the appreciation 
between 1979 and 1931 that 
wiped out a fifth of British 
m anufacturing. Since its low 
point last August, the pound 
has risen by almost 26 per 
cent against a trade- 
weighted basket of curren- 
cies. At this stage of the 1980 
appreciation sterling had 
risen only 15 per cent, reach- 
ing a peak increase of 28 per 
cent five months later. 

As in the early 1980s, ster- 
ling’s strength has been slow 
to show up in the published 
trade figures. Exporters have 
sacrificed profit margins, but 
the Treasury estimates that 
their price competitiveness 
is worse now than at any 
time since 1981. Mr Kevin 
Darlington, at ABN Amro, 
calculates that the labour 
costs of UK manufacturers 
have risen 35 per cent rela- 
tive to those of Germany 
over the past year and 18 per 
cent since 1991. 

Mr Jim O'Neill at Gold- 
man Sachs thinks productiv- 
ity differences and national 
price levels justify an 
exchange rate for the pound 
of DM2.50, suggesting an 
overvaluation of about 20 
per cent. This tallies with 
other analysts' estimates of 
sterling's “fundamental” 
exchange rate. The dollar 
may be overvalued to a simi- 
lar extent, but this has less 
Impact on the domestic econ- 
omy Jn the US because it is 
less open to trade. 

Expectations of higher 
interest rates and Tears that 
the D-Mark will be sub- 
sumed into a weak euro 
probably explain much of 
sterling's strength. As a 
result, HSBC James Cape'l 
estimates that “hot money" 
inflows to the UK have accel- 


erated to an annual growl 
rate of about 15 per cent. I 
addition, a speculative bui 
ble may be exacerbating th 
pound's strength. 

Mr Gerard Lyons, at DK 
International, argues tbs 
the government could pun< 
ture this bubble and reduc 
the overvaluation by sellin 
sterling. Under the nei 
regime, Mr Brown can sti 
order the Bank to in t erven 
In the foreign exchange mai 
kets provided that th 
Impact on the domesti 
money supply is "sterilised 
by extra sales or purchase 
of UK government bonds. 

“If the Bank intervene 
aggressively, it could dete 
hot money flaws at a tim 
when many people ahead 
accept that the pound i 
overvalued.” Mr Lyons says 
Murmurs that this might b 
happening pushed sterlin 
below DM3 last week, bu 
since then it has climbe 
back to more than DM3.04. 

Experience suggests tha 
intervention can help prlc 
speculative bubbles whei 
foreign exchange dealer 
leave themselves exposed 
But in the long term, intei 
vemion is likely to bo inel 
fective unless interest rat 
policy is seen to be pointin 
in the same direction. An' 
under an independent Bank 
there is no guarantee of tha! 

Mr Simon Wren-Lowli 
professor of economics a 
Exeter University, argue 
that the chancellor couli 
reduce the pound's speculs 
tive froth simply by statin; 
what he believes would be : 
sensible rate. But he add 
that the Budget was 
wasted opportunity" to ge 
monetary and fiscal nolle; 
better in line. 

With the Budget opportv 
nrfy past and Interest rate 
in the hands of a neophyt 
monetary committee. M 
Brown Is left hoping for 1 
"stable and competitive' 
pound with no obviou; 
means to achieve it. Jawboa 
ing and Intervention tn»: 
provide some relief, but hav 
ing mode bis bed, the 
cellor and Britain's export 
ers may just have to tlo In It 
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Peace offer 
from Boeing 


Boeing has blinked- This means 
the European Commission has 
obtained its demands and 
should promptly approve the 
proposed merger between the 
US aerospace giant and McDon- 
nell Douglas. Yet it must also 
avoid the least hint of vain- 
glory. The Co mmis sion has 
taken a huge gamble for an 
uncertain reward. It may have 
won. But that does not mean its 
policy has been wise. 

The Commission had objected 
to three features of the proposed 
merger: that the combined com- 
pany would have produced 84 
per cent of the world’s stock of 
civil aircraft; that Boeing would 
gain access to government- 
funded research that could be 
used in civil manufacture; and 
that Boeing had signed 20-year 
singip supplier d»ais with three 
US airlines. Agreement had 
already been secured on the 
first two. Yesterday. Boeing 
offered to drop the exclusive 
contracts as welL 

Some in the European Uni cm 
win see this as a triumph. The 
truth is very different The deci- 
sion by the EU to intervene in a 
merger between two US compa- 
nies with minimal European 
assets was provocative. The 
objection to the long-term sup- 
ply contracts between Boeing 
and the US airlines looked like 
an attempt merely to protect 
the position of Airbus. If so, this 
was industrial policy masquer- 
ading as competition policy. 

While the long-term contracts 
were the most difficult of the 


three issues to resolve, the Com 
mission's position cm the other 
two was far from persuasive 
Boeing's historic dominance of 
aircraft sales is such that the 
addition of McDonnell Douglas 
is a relatively marginal matter. 
As to the military research and 
development, it seems to have 
escaped the attention of most 
European observers that Boeing 

' triumphed in its confrontation 
with its domestic rivals despite 
being - perhaps because it was 
- the least engaged in military, 
rather than civil, production. 

Yet, cm the basis of this strik- 
ingly flimsy case, the EU was 
prepared to take the issue to the 
brink of a conflict with incalcu- 
lable consequences for the fab- 
ric of transatlantic relations 
Indeed some of the Commis- 
sion’s supporters seem actually 
to have wanted this dire out- 
come. Fortunately, they have 
been disappointed of their hope. 

The case of the Cnww-nlggln w 
versus Boeing may now be set- 
tled. Fortunately, it also seems 
unlikely to set a direct prece- 
dent, since the structure of this 
industry is in many ways 
unique. Yet serious worries 
remain. Concern for the fete of 
particular industries can too 
easily taint competition policy; 
and the resultant virility dis 
play can also threaten transat- 
lantic relations. 

That things seem to have 
worked out this time does not 
allay those concerns. On the 
contrary, it may encourage 
more such risk-taking in future. 


Pluralist politics 


A welcome gust of democracy Is 
blowing through Westminster. 
The government’s white paper 
on devolved government in 
Wales has been accompanied by 
the news that the Liberal Demo- 
crats are to be given an unprec- 
edented role in shaping Mr 
Tony Blair's constitutional 
agenda. A white paper on Scot- 
tish devolution will follow 
tomorrow, with plans for a new 
elected authority for London to 
be published next week. 

This burst of activity tells us 
that Mr Blair is serious about 
remaking Britain’s political 
geography. After two decades in 
which power has been hoarded 
in Whitehall and Westminster, 
the mood of the moment is for 
decentralisation and pluralism. 

It may be said that the invita- 
tion to Mr Paddy Ashdown and 
his colleagues to join a new bi- 
partisan cabinet committee was 
a cost-free gesture for Mr Blair. 
The Liberal Democrats will 
have a voice in government but 
no real power. Mr Ashdown also 
risks tying his party's fortunes 
too closely to that of the govern- 
ment 

But this was a gesture that 
the prime minister had no need 
to make. With a parliamentary 
majority of ire and the Conser- 
vatives in post-election shock he 
could quite easily have followed 
the advice of those in his cabi- 
net who would have pre f e r red 
to see the Liberal Democrats 
quietly sidelined. 


Instead Mr Blair has made 
good on his pre-election promise 
to break out of the old tribal 
boundaries of politics. The 
potential prize for his govern- 
ment is a broad coalition of the 
centre-left which will leave the 
Conservatives isolated and pow- 
erless in their opposition to 
political reform. 

The " new committee also 
ensures the government will 
keep its promises on electoral 
reform. An independent com- 
missi on will he established in 
the autumn and its conclusions 
submitted later to a referen- 
dum. Mr Blair has signalled be 
is still against replacing the 
first-past-the-post arrangements 
for the House of Commons with 
a proportional voting system. 
But the nation will be able to 
make up its own mind. 

The plan for an assembly in 
Wales should be viewed in the 
same spirit. In isolation, the 
argument for a separate elected 
body in Cardiff is not conclu- 
sive, although something bad to 
be dcme to bring the plethora erf 
Welsh quangos under demo- 
cratic control. But in the 
broader context of Mr Blair’s 
agenda to disperse political 
power from Westminster, it is 
hard to see why Wales should 
deny itself a strong local voice. 
The case for political pluralism 
and enhanced local democracy 
has never been stronger. It has 
come an important step 
closer. 


Mideast moves 


By successfully rela unchin g 
talks between Yassir Arafat, the 
Palestinian leader, and David 
Levy, Israel’s foreign minister, 
in Brussels yesterday, the Euro- 
pean Union is helping to fill the 
current void in Mideast peace 
diplomacy. 

The two men had not met 
since April, and the two sides 
had not talked publicly since 
March, when they fell out over 
Jewish settlements in Arab east 
Jerusalem. In brokering yester- 
day’s apparent progress, the EU 
has compensated for the 
absence of any new US initia- 
tive to break the deadlock. 

There has been, to say the 
least, a hiatus in Washington’s 
Mideast peace diplomacy. Its 
special mediator, Mr Dennis 
Ross, has not been in the region 
since April. Mrs Madeleine 
Albright, secretary of state, has 
focused on other areas of for- 
eign policy - perhaps consider- 
ing them more fruitful. It had 
begun to seem as if President 
Bill Clinton would do nothing to 
offend the US pro-Israel lobby - 
which might jeopardise the 
chances of his friend and 
vice-president A1 Gore succeed- 
ing him in 2000. 

Europe’s initiative, however, 
may spur Mr Clinton into 
action. Mr -Benjamin Netan- 
yahu, the Israeli prime minister, 
said this week that he would 
send an adviser to Washington 
to discuss new “bridging" pro- 
posals. He appears to have in 


mind some way of jumping 
more rapidly to the final settle- 
ment, envisaged by the 1993 
Oslo accords, without first 
pulling back Israeli troops as 
much as the Palestinians 
want 

The trouble is that no further 
progress is likely until Israel 
agrees to at least a de facto 
freeze on new building in Jeru- 
salem and the West Bank. This 
is a step that only the US - as 
its closest ally - can persuade 
Israel to take. The EU may be 
Israel’s largest trading partner, 
as well as the largest aid pro- 
vider to the Palestinians. But it 
has strictly limited leverage 
over the Jewish state and has 
not always been able to agree 
on a common approach. 

• However, geography gives the 
BU at least as strong an interest 
as the US in a lasting settle- 
ment. It also has political cards 
to -play. It has managed to 
express support for a Palestin- 
ian state whilst remaining rela- 
tively even-handed, even though 
President Chirac briefly marred 
this image with his stormy visit 
to Israel last year. 

The EU’s special envoy, Mr 
Miguel Angel Moratinos, made 
good use . of his access to all 
sides in helping engineer this 
year’s Hebron agreement. He 
shoizld continue his efforts. The 
EU cannot replace the US as a 
mediator, but by its own persis- 
tence can goad Washington 
back into action. 
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The FT Interview • Dominique Strauss-Kahn 
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Pragmatism at any price 

France’s finance minister tells Andrew Jack and David Owen 
how he plans to balance social pledges with European commitments 



Sitting in hin 
stylish modern 
office and wearing 
a dark suit and 
pin-striped shirt. 
Mr Dominique 
Strauss-Kahn looks more like an 
investment banker than a senior 
figure in France’s new Socialist 
government 

Yet Mr Strauss-Kahn, the min. 
ister for economy, finance and 
industry, this week unveiled a set 
of budgetary measures that have 
outraged the country’s business 
community. Among other things 
his budget for 1997 will raise 
company taxes on capital gains 
and profits to 41.6 per cent - one 
of the highest rates among lead- 
ing industrial nations. 

That has left some in France 
wondering whether Mr Strauss- 
Kahn’s arrival in office heralds a 
return to old-style European 
socialism. For them, some of bis 
early decisions have undermined 
his reputation as a moderate pol- 
itician sensitive to corporate 
needs and responsive to the evo- 
lutions oF an increasingly com- 
petitive world. 

In an interview this week, Mr 
Strauss-Kahn appeared keen to 
play up the new administration's 
pragmatism. “The government 
holds neither the view that the 
state should no longer play any 
role in the economy - especially 
on budgetary matters - nor the 
idea that public expenditure is 
always effective.” 

Nonetheless he believes the 
government has a duty to encour- 
age a consumption-led recovery 
in investment and growth. A 
graduate of HEC, France's top 
business school, and a minister 
in former Socialist governments, 
he also sees a redistribution of 
wealth from companies to 
employees as one way to achieve 
this. 

Mr Strauss-Kahn says the pre- 
vious administration led by Mr 
Alain Juppfe weakened growth by 
measures such as raising value 
added tax in 1995, which 
depressed consumer spending. 
His budget - coupled with a 
recently announced increase in 
the minimum wage and job- 
creation programmes in the pub- 
lic sector - will help raise con- 
sumption, he argues. 

But how does this week's deci- 
sion to penalise business square 
with the need to increase corpo- 
rate investment, which has been 
disappointingly low? “Interest 
rates in France are today the 
third-lowest in the world," he 
says. “Corporate resources are 
particularly large. But companies 
did not invest much last year or 
at the start of this year, so some- 
thing must be missing. II it's not 
cash, it’s anticipation of 
demand.” 

He is keen to play down the 
negative impact of his measures 
on business. He holds up a 
graphic suggesting that the 
French corporation tax take as a 
proportion of gross domestic 
product is among the lowest in 
the industrialised world - 
although the figures exclude the 
heavy social security charges lev- 
ied on company payrolls. 

He stresses that small compa- 
nies will be exempted. For the 
rest, the additional levy will start 
to be reduced from 2999. “The 
measures reflect the feet that we 



want to be part of the euro...To 
finan ce [that ambition] we are 
using yesterday's and today's 
profits, but not those of tomor- 
row." 

Yet there is an obvious tension 
between Mr Strauss-Kahn’s belief 
in the role of the state and the 
practical obligations imposed by 
France's commitment to partici- 
pate in European economic and 
monetary union. On the one 
hand he says that the effective- 
ness of government spending is 
“perhaps more important” than 
its overall level. “It is better to 
have more public expenditure 
and a deficit than be a country 
that spends less but more waste- 
fully But on the other, he says: 
‘Tt is desirable for a country like 
France to reduce its deficits. 
Over the years to come, we must 
continue to cut than." 

This week's deficit-reduction 
package could be interpreted as a 
continuation of the previous 
Gaullist government's policy pri- 
ority of reducing the public defi- 
cit below the 3.0 per cent of GDP 
required by Maastricht 

But there are two nuances to 
the Socialists’ approach, or at 
least in the way Mr Strauss-Kahn 
and his coDeagues are selling the 
planned single currency to the 
French electorate. The first 
involves highlighting the role the 
euro might play in tackling the 
country's record unemployment 
level, one of the new govern- 
ment’s campaign priorities. 
"Europe is a field of co-operation 
which can considerably boost the 
effectiveness of [national] eco- 
nomic policies in providing 
growth and jobs," he says. 

The second lies in the govern- 
ment's more flexible understand- 
ing of the Maastricht treaty, 


namely that countries may still 
be eligible for the single currency 
even if they report a deficit in 
excess of 3 per cent of GDP for 
1997. “We have always said that 
our interpretation of the tre at y is 
that we must have a trend 
towards 3 per cent," he says. 

While the German government 
officially takes a tougher view on 
the 3 per cent limit, France 
seems to be betting that its 
neighbour’s own difficulties will 
encourage it to adopt a more flex- 
ible interpretation. “We will be at 
least as eligible as our partners 
to qualify for the single cur- 
rency," says the minister. 

He concedes that France may 
not achieve 3 per cent this year, 
although it will do so in 1998, he 
says. "Perhaps if my predecessors 
had kept their promises and 
implemented 1997 on the basis of 
3 per cent, we could have pre- 
pared 1998 with an even better 
result. But that is not the case," 
he says. ‘Tm taking over with a 
deficit of 3.5 per cent I will cut it 
as close as possible to 3 per cent. 
In any case, the budget of 1998 is 
on the basis of 3 per cent" 

But he says that GDP growth - 
projected to be 13 per cent for 
1997 - has accelerated sharply in 
recent months: the final deficit 
figure may be better than expec- 
ted. He predicts that by the end 
of this year, GDP will be rising at 
an annual rate of about 3 per 
cent 

The minister is keen, however, 
to divert attention from the defi- 
cit target which he stresses is 
one of five criteria in the Maas- 
tricht treaty. “For currency sta- 
bility. control of inflation and 
interest rates, France is among 
the best qualified. It is the same 
for the overall level of public 


debt, where even our German 
friends exceed the target." he 
says. 

"There are some economists 
who argue that the overall level 
of debt is more important than 
the annual deficit, and that the 
ratio of debt to GDP is more 
Important for the burden 
imposed on future generations," 
he says. “As an economist, I am 
in this school of thought You 
can criticise the creative account- 
ing that takes place with deficits. 
It cannot happen with the debt, 
which shows the reality of an 
economy." 

A nother important 
question is the extent 
to which economic 
realities will lead the 
government to carry 
on with the privatisation of state 
enterprises, in spite of the opposi- 
tion of its Communist coalition 
partner. Mr Strauss-Kahn rejects 
the previous government's “sys- 
tematic ideology" of privatisa- 
tion. “We need to be pragmatic.” 
he says, arguing that sell-offs 
should only take place if they are 
in the “national interest" or the 
interest of the individual com- 
pany. 

“As the prime minister said in 
June, there is no reason to sell 
publicly owned companies which 
are performing well. When there 
is no reason, they will not be 
sold." 

On France Telecom, which 
some ministers expect to be 
partly privatised this autumn, he 
confirms the government is con- 
sulting the employees. “Their 
views will not determine the out- 
come. but a decision cannot be 
made without taking their views 
into account" 


In the case of companies where 
a recapitalisation has been 
agreed with the European compe- 
tition authorities on condition 
they are privatised - such as the 
insurer GAN - the agreements 
will be respected, he says. "But 
in long-term situations, such as 
Air France or Credit Lyonnais, 
[the agreements] could be re- 
negotiated." 

As for one of the Socialists’ 
other principal election pledges - 
reduced working hours without 
any cut In pay - he stresses the 
distinction between the "slogans" 
of the campaign from the details 
of how they will be put into prac- 
tice. “There will not be an overall 
reduction In the total amount of 
hours worked in the economy. 
What we want is a redistribution, 
with an overall increase." 

He calls business fears “a bit 
exaggerated”, stressing that the 
government will emphasise vol- 
untary negotiations and 
flexibility. 

“I sincerely believe that the 
long-term perspectives for France 
will be very good because we are 
an economy in which many 
structural reforms have not yet 
taken place - in the banking sec- 
tor. the labour market, the social 
protection system and so on," he 
says. 

“Our margin for adaptation is 
much more than neighbouring 
countries which have already 
carried out their reform, not nec- 
essarily with very impressive 
results. The path is narrow, but I 
am happy that there is a path. 
Compared with the situation the 
[outgoing] Juppg government 
found in 1995. the challenge of 
redressing the fiscal situation 
ahead of us is much less 
significant." 


-OBSERVER- 


Out of the 
rumung 

■ Yesterday’s news that there 
won't be a Portuguese Grand 
Prix this year should send a 
-frisson of unease well beyond 
the Estoril race track. 

Five lavish motor racing 
circuits are Just built or under 
construction - in Malaysia. 

South Korea, China, Indonesia 
and Turkey - and are virtually 
guaranteed grands prix for next 
year or 1999. Add the European 
threats to curb tobacco 
sponsorship, and Europe must 
expect some erf the 12 rounds it 
usually hosts in the 16-race 
flhflmptrtrwd'iip to go up to smoke. 

Motarspart’s governing body 

F1A pulled this year's 
Portuguese race because a $6m 
track improvement couldn’t be 
guaranteed bn time, and 
awarded the race to Spain. A 
government proposal that 
Estoril could be a 17th race was 
rejected by the raring teams - 
they think 16 gruelling outings a 
year are quite enough. If that 
line holds, something will have 
to give when the new circuits 
come on line. 


The wheel turns 

■ Yesterday's takeover of Dobbs 
Automative by Wayne 
Huizenga’s Republic Industries 


brings US car dealing full circle. 
The Memphis outfit, founded in 
1921 as Hull-Dobbs, was credited 
with inventing “the System" - 
the way much of the industry 
moved metal in the 1950s and 
1980s. Punters were passed from 
salesman to salesman, and given 
the impression that there was 
some real bar gaining going on, 
while in reality the price was 
being pushed ever upwards. A 
spell with the finance people 
would push the total up even 
higher. 

Consumer power has seen 
these methods decline, and 
Huizenga. whose other corporate 
inventions include Waste 
Management and Blockbuster, 
has been at the forefront of the 
move towards fixed-price, 

no-haggle selling. So the 

company that reinvented car 
dealership is being taken over by 
the company that has reinvented 
it all over again. 


Apres Nato... 

■ Russia's many believers in 
devils, geomancy and the sixth 
dimension won't have been 
surprised yesterday when a team 
of Moscow astrologers came out 
with an explanation for the 
unseasonal floods inun d ating 
several former Communist 
countries in central Europe. 

Alexei Mitrofanov, who chain 
the Russian parliament’s 
committee for geopolitical 


affairs, says the astrologers are 
adamant that the rains were 
triggered by Nato's decision at 
its Madrid summit two weeks 
ago to admit the Czech Republic, 
Hungary and Poland. 

“According to the astrologers, 
what happened in Madrid 
disturbed the spirit of Stalin," 
Mitrofhnov's office said. Maybe 
it’s just as well Nato didn't take 
up France's suggestion to let in 
Romania and Slovenia as well 
And the admission of a Baltic 
state would surely have been the 
cue for Stalin to rise from his 
grave beside the Kremlin wall 
and perform a rain dance on Red 
Square. 


Motta mouth 

■ Brazilian president Fernando 
Henrique Cardoso seems to have 
lost patience with communlca- 
ttons minister Sfirgio Motta who, 
with the stock market heading 
south on devaluation fears last 
week, tangled with Cardoso's 
economic advisers. The market 
promptly dropped further. 

Motta dug himself deeper with 
a magazine interview in which 
he managed to criticise four 
ministerial colleagues, tick off 
the president for inviting a rival 
party leader to his home and 
describe Cardoso’s choice for a 
government post in Minas 
Gerais state as “an 
embarrassment". 

. Cardoso summoned Motta to a 


“dinner" to explain himself on 
Monday night, where it's 
believed the president applied a 
very strong gag. Some Brasilia 
insiders think he might be for 
the chop, but he's been one of 
the president's closest 
supporters since they met in S3o 
Paulo in the early 1970s. his 
acute political antennae are of 
great use to Cardoso and, as the 
government’s main fixer until 
rec entl y, he probably knows 
where too many bodies are 
buried to be turned loose. 


Golden goodbye 

■ After last week’s upheavals at 
AT&T, it’s refreshing to hear of 
a chief executive stepping down 
gracefully, and rewarding loyal 
employees into the bargain. Izzy 
Asper is about to give up the 
reins at Canadian broadcaster 
Canwest Global Communica- 
tions. which also has extensive 
broadcasting interests in 
Australia and New Zealand. 

To mark his departure, 
Canwest is handing out C$lm to 
its employees, with Individual 
amounts based entirely on years 
of service. Each will collect 
between CS400 and C&500. 

Asper has looked after hims elf, 
too. His salary and bonus came 
to C$L6m last year, his famil y 
remains Canwest's dominant 
shareholder, and Asper will 
continue to prowl the corridors 
as executive chai rman 


100 years ago 

A Brawling Barrister 
What is the correct course for 
all parties concerned in such 
circumstances as the 
following? At a dinner party, 
after the ladies hare retired, 
and while the gentlemen are 
peacefully discussing their 
coffee and cigarettes, one of 
the guests rises from his seat, 
crosses the room, and. 
without a word of warning, 
strikes one of his fellow 
guests a violent blow in the 
face ... I suppose there is 
nothing for it but to leave the 
offender to the reprobation of 
all decently-conducted people. 
I may add that the foregoing 
is not a hypothetical case. 

The Incident occurred, exactly 
as described, at a dinner party 
given a few nights ago at a 
private house in London. 

50 years ago 

Bombay Commentary 
In Bombay, a new company 
has launched a broadcasting 
service, direct from the Stock 
Exchange, to the offices and 
homes of subscribers, which 
gives a non-stop running 
commentary on the market 
An announcer in a special 
booth announces the 
quotations and the changes, 
without a break, much in the 
style of a running 
commentary on cricket, so 
that the listener has so need 
to watt more than a few 
seconds to know the precise 
quotation he may need. 
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Malaysian premier in 
veiled attack on Soros 


Palestine 
and Israel 


By James Kynqe in Kuala 
Lumpur and Tracy Corrigan 
in New York 


Dr Mahathir Mohamad, 
Malaysia’s prune minister, has 
condemned a ‘•certain power- 
ful American financier" for 
politically motivated specula- 
tive attacks on south-east 
Asian currencies. 

His statement, which left 
little doubt that he was refer- 
ring to Mr George Soros, the 
US financier, preceded a reve- 
lation yesterday that Malay- 
sia's central bank has paid 
heavily in its battle with spec- 
ulators since early July. 

Bank Negara, the central 
bank, announced that its for- 
eign exchange reserves fell by 
12.5 per cent from M$7G.7bn to 
M$6i.9bn ($23.8bn> in the 15 
days to July 15. 

Though it is unlikely that all 
of the fUnds were spent on 
defending the Malaysian dol- 
lar. previous estimates that 
the bank, which itself once 
had a reputation as a fearsome 
speculator, had spent about 
US$2bn now appear too conser- 
vative. 


Dr Mahathir's attack was pub- 
lished in several Malaysian 
newspapers to coincide with 
bis return yesterday from two- 
months abroad. 

"Are we sovereign nations? 
If we are sovereign nations, 
shouldn’t we be able to protect 
what belongs to us? Instead we 
are told that we should allow 
for such speculative activi- 
ties ... but they are teaming 
up to impoverish the poor 
countries." said Dr Mahathir. 

"If they want to attack the 
British pound, by all wn»nn« do 
so. Britain, is rich. Malaysia is 
a poor country and it is not 
right for people like these to 
play and speculate with our 
currency." he added. 

Tbe prime minister said the 
recent turmoil in regional cur- 
rency markets may have been 
caused by a speculator who 
was opposed to south-east 
Asia's engagement of Burma. 
He described this as the 
agenda of a "particular person 
who is patron of a foundation”. 

Mr Soros, whose foreign cur- 
rency speculation contributed 
to sterling's exit from the 
European exchange rate mech- 


anism in September 1992, is 
pat-mp of a hoftmpffarigq foun- 
dation called the Open Society 
Institute. It established a 
Burma project in 1984 to sup- 
port "organisations d e dica t ed 
to the restoration and preser- 
vation of fundamental free- 
doms, including political, eco- 
nomic, environmental and 
frwfian rights for all the people 
of Burma”. 

Soros Fund management in 
New York said "the founda- 
tions founded gn d funded by 
Mr Soros play no role in the 
investment decisions of Soros 
Fund management". 

Mr Soros handed over the 
operational management of 
Soros Fund Management in 
1989 to Mr Stanley Drucken- 
miller. the hind's chief invest- 
ment strategist 

The Association of South 
East Asian Nations, the 
region's top political grouping. 
Is due to admit Burma into its 
organisation today, which 
some commentators say will 
legitimise the Rangoon mili- 
tary government. 


agree to 
relaunch 
peace talks 


By Lionel Barber In Brussels 


Lex, Page 14 


Boeing near 


to deal 


Costumed from Page l 


Van Miert to ban the merger - 
a move which would have 
allowed the Conus ission to 
impose fines of up to 10 per 
cent of Boeing's revenues. In 
spite of reservations from 
member states, including the 
UK, Germany. Sweden and 
Finland, that this tough stance 
could jeopardise transatlantic 
relations, national anti-trust 
experts twice backed Mr Van 
Miert unanimously. 

The completed offer from 
Boeing will be put to the 20 
Commissioners today at their 
regular meeting. 

Mr Van Miert needs only a 
majority of the Commission to 
win the vote. 


Taiwan may ease 
ban on HK groups 
backed by China 


By GitBan Tett In Tokyo 


BAT buys 


Cigarrera 


Continued from Page l 


Star in the UK. The demerger 
had been under consideration. 

Tbe acquisition will be 
financed by increasing BAT’S 
borrowings, lifting its ratio of 
borrowings to equity to 65 per 
cent by the year end. BAT will 
pay Slbn in cash and 8500m in 
the form of a loan note. It will 
also assume borrowings of 
8212m. 

Mr Romo, executive chair- 
man of ELM, said he wished to 
concentrate on new business 
interests, including US and 
European agro-biotechnology 

ventures. 

BAT shares closed up 18‘Ap 
at 53lp. 


Taiwan yesterday indicated It 
would lift long-standing curbs 
on inward investments by 
Chinese-backed companies 
based in Hong Kong. 

The offer came as Hong 
Kong agreed to drop its 
opposition to Taiwan’s applica- 
tion to join the World Trade 
Or ganisati on. 

The agreement, which still 
has to be ratified by the two 
governments, comes at the end 
of two days of secret talks in 
Tokyo about Taiwan's applica- 
tion to join the WTO. 

The talks are the first since 
Hong Kong, which is a WTO 
member, reverted to Chinese 
rule three weeks ago. Tbe 
agreement is likely to fuel 
speculation about the role that 
Hong Kong may play in fur- 
thering Chinese interests in 
Taiwan. 

Taiwanese law bans imports 
of capital or goods from China 
into Taiwan and stipulates 
that Chinese-based companies 
cannot invest in Taiwan. This 
reflects the long-standing hos- 
tility between the two coun- 
tries. China regards Taiwan as 
a renegade province. 

However, companies based 
in a third territory - such as 
Hong Kong - have been 
allowed to invest in Taiwan as 
long as the combined Chinese 
shareholding in them did not 
exceed 20 per cent 

This law has sometimes 


been interpreted loosely, allow- 
ing Hong Kong companies 
such as Cathay Pacific airline, 
in which Chinese shareholders 
have large interests, to main- 
tain a presence in Taiwan. 

However, the controls have 
acted as a barrier to most 
Chinese-backed companies, 
provoking irritation among 
both Hong Kong and Chinese 
business groups. 

However, one official at the 
talks said of the Chinese- 
hacked groups based in Hong 
Kong: “These companies will 
not face any additional restric- 
tion that other companies do 
not face.” 

Taiwan also agreed to 
long-standing Hong Kong 
demands for greater market 
access in goods and services, 
including banking and insur- 
ance. It also agreed to reduce 
tariffs on a range of industrial 
goods such as textiles. 

A Hong Kong official said: 
"We have Initialled the sched- 
ule of concessions - we have 
broadly agreed tbe issues of 
market access.” 

The agreement, which came 
after the sixth round of talks, 
will help pave the way for 
eventual Taiwanese member- 
ship of the WTO. However, 
Taiwan is unlikely to be admit- 
ted until after China joins the 
WTO, and Taiwan still needs 
to reach bilateral agreements 
with six other WTO members 
before the terms of its acces- 
sion are settled. 


Mr Yasslr Arafat, the 
Palestinian leader, and Mr 
David Levy, Israeli foreign 
minister, last night said they 
bad agreed to relaunch peace 
entpeteled since March 
when Israel started building a 
Jewish settlement in east 
Jerusalem. 

After a "frank and positive" 
meeting in Brussels arranged 
by the European Union. Mr 
Levy indicated that he had 
received important assurances 
from Mr Arafat on security 
issues. The Israeli government 
has long been pressing the 
Palestinian leader to crack 
down against Hamas, the 
Islamic resistance movement 

“I was very satisfied with 
tbe message which I heard 
from Mr Arafat," the Israeli 
foreign minister told a news 
conference. “It (the peace pro- 
cess] must succeed. We do not 
have the right to falL” 

Mr Arafat, who called Mr 
Levy his "cousin", stressed 
the need to rebuild confidence. 
This indnded setting up a safe 
corridor between Gaza and the 
West Bank, opening an air 
and sea port In Gaza, and 
reteflstng political prisoners. 

“We have to continue these 
meetings in order to continue 
the peace process which is fac- 
ing serious challenges,* he 
said. 

Mr Jacques Poos, foreign 
minister of Luxembourg 
which holds the rotating EU 
presidency, made clear that 
last night's understanding 
between Mr Arafat and Mr 
Levy merely extended to 
relaunching peace talks. It 
was not an effort to resolve 
any individual issues. 

Both sides would work on a 
“code or conduct* to avoid 
fresh obstacles surfacing 
which could derail tbe peace 
talks - an indirect reference 
to the feraeli government's 
settlements policy. 

Tbe apparent breakthrough 
in the peace process follows a 
round of shuttle diplomacy in 
the region by Mr Miguel Angel 
Moratinos, the EU’s special 
Middle East envoy. 

Mr Levy and Mr Arafat paid 
tribute to Mr Moratinos. who 
has been working alongside 
Mr Dennis Rosa, the chief US 
Middle East envoy. However, 
the US has taken a lower pro- 
file in recent weeks following 
the breakdown in contacts 
between the two skies. 

Last Sunday, the Palestinian 
authorities uncovered a cell 
organised by Hamas. The tim- 
ing looks more significant 
after last night’s understand- 
ing and may reflect concern 
on Mr Arafat's part that vio- 
lence in the West Bank could 
undermine bis authority. 
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FT WEATHER GUIDE 


Europe today 


Most of the Mediterranean will be 
sunny and hot, but central and 
northern Spain will have a few 
thundery showers. 

Central and north-west Europe will 
be very warm and humid with sunny 
spells, but a few heavy showers and 
thunderstorms wiU break out In the 
afternoon. 

Southern Scandinavia will have a 
mix of sun and showers, but 
northern Scandinavia will be very 
sunny with a few isolated showers. 
The unsettled weather will continue 
across eastern Europe with localised 
heavy downpours of rain, although 
there will also be some spells of hot 
sunshine. 
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Five-day forecast 

The Mediterranean will stay mainly 
hot and sunny with just a few 
thunderstorms, mostly over the 
mountains. Central and eastern 
Europe will have e short break from 
the recent unsettled weather before 
it becomes very showery again by 
the weekend. Scandinavia will stay 
warm, dry and sunny. 
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Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Altens 

Atlanta 

B. Ainas 

B-Ham 

Bangkok 

Barcelona 


Maximum 
Celsius 
Sun 4i 
Far 26 
Fair 33 
Shower 24 
Sun 33 
Thunder 32 
Fair 16 
Fair 25 
Thunder 34 
Sun 27 


B«jlng 

Belfast 

Belgrade 

Serin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

CJtegen 

Cairo 

Cape Town 


Fair 34 
Sun 24 
Shower 25 
Far 25 
Cloudy 30 
Fair 17 
Cloudy 33 
Shower 23 
Cloudy 24 
Fair 24 
Sun 36 
Sun 18 


Caracas 

Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dellas 

Delhi 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 


ThWXtar 34 
Sun 24 
Fair 25 
Thunder 23 
Thmder 24 
Fair 30 
Fair 37 
Cloudy 30 
Sun 42 
Far 22 
Sun 27 
Fair 21 


No global airline has a younger fleet. 
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Geneva 
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Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honoiukj 
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Jakarta 

Jersey 

Karachi 

Kuwait 

L Angelas 
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Uma 

Lisbon 

London 

Lux-Bourg 

Lyon 

Madeira 


sun 28 
Thunder 24 
Far 27 
Fair 27 
Sun 23 
TTxndor25 
Fair 27 
Thunder 31 
Sun 32 
Sin 29 
Fair 32 
Fa* IB 
Fair 38 
Sun 45 
Fdr25 
Fair 27 
Cloudy 25 
Fair 26 
Fair 25 
Shower 22 

an 28 

Fair 25 


Madrid 

Majorca 

Malta 

Manchester 

Marta 

Mettxxjne 

Mexico City 

Mfaml 

Milan 

Montreal 

Maecow 

Munich 

Nairobi 

Noplea 

Nassau 

New York 

race 

Nicosia 

Oslo 

Paris 

Perm 

Prague 


Thunder 32 

Sun 3Q 
sun 33 
Shower 24 
Shower 34 
Shower IS 
Fetr 28 
Fair 32 
8un 28 
Fair 27 
Shower 25 
Thunder 25 
Ft* 25 
Sun 30 
Fair 32 
Thunder 28 
Sui 27 
Sun 34 
Fair 24 
Fas 25 
fi* 20 
Shower 23 


Rangoon 

Reykjavik 

Rto 

Rome 

S, Ftaco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

?£S2 

Tel Avtv 

Tokyo 

Toronto 

Vctoouvbt 

Varies 

Wanna 

Warsaw 

Washington 

Woffington 

Winnipeg 

Zurich 


Cloudy 32 
Cloudy 14 
Shower 24 
Sun 32 
Fair 23 
Fair S3 
Fair 33 
Fair 27 
Fair 28 
Fak 1? 
Fslr 27 
Sun 34 
Fair 3D 
Fair2B 
Ctoudy IB 
Sun 26 
Shower 25 
Shower 23 
TTunda-31 
Shnrar 12 
Fair 27 
Fj*23 


THE LEX COLUMN 


Boeing’s safe landing 


Those who thought the Boeing/ 
European Commission scrap might 
trigger the next equity bear market 
will have to look for another cause. 
By standing firm - to tbe point of 
risking a transatlantic trade war — 
the Commission has forced Boeing 
to give ground in exchange for 
approving its merger with McDon- 
nell Douglas. 

The cariosity is that Boeing's 
long-term exclusive supply deals 
with three airlines. the stick- 
ing point, are really nothing to do 
with the merger. The first, with 
American Airlines, was signed 
before the McDonnell deal was 
announced. But Airbus, tbe Euro- 
, paan consortium which is Boeing's 
1 main competitor, will still be 
, pleased that the exclusive contracts 
are being modified. In practice, the 
airlines are almost certain to con- 
tinue to operate a buy Boeing pol- 
icy; it is more convenient both for 
training pilots and maintenance to 
have a fleet made up of aircraft 
from a single supplier. But Airbus 
can now have a shot at weaning the 
airlines off Boeing, although its 
products and prices will have to 
become much more competitive if ft 
is to succeed. 

That increases the pressure on 
Airbus to turn itself from a consor- 
tium into a proper company to meet 
tbe competitive threat from Boeing/ 
McDonnell But, with toe world air- 
frame market fast Bhrfnlrlng fr^tri 

three big contractors - Boeing, Air- 
bus and Uxkheed Martin - there Is 
perhaps even greater pressure an 
their suppliers to consolidate. A 
splintered supply Industry could 
easily find its profits squeezed. 


Eurotrack 
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ppm in i8Q2 when impor ted Germ an 
monetary policy was inappropriate 
for countries like tbe UK. And 
while Asian governments may 
berate the impact of foreign capital 
Hows, they cannot extricate them- 
selves while they have significant 
external debt. 

Nonetheless, their currency 
machismo ignores the fact that 
devaluation should help rebuild 
manufacturing competitiveness. 
And in toe case of Malaysia, it does 
not look as vulnerable to further 
devaluation as, soy. Thailand. Us 
current account deficit I* ie ee, its 
economy more robust, and its finan* 
cial sector in for better shape. The 
government would be wise to stick 
to rhetoric rather than taking anti- 
speculative action. 


Philip Morris in Latin America, and 
RJB Nabisco has given up the 
chase. This acquisition will mean 
BAT is market leader in Mexico, 
BrazQ, Chile and Venezuela, leaving 
Argentine as the only sign ifi ca n t 
weak point. It knows CLM well - it 
owned and managed it before the 
int rfvfafrflori of unfriendly foreign 
ownership rules in tbe 1970s. It can 
sell its international brands, like 
Lucky Strike and Kent, via CLM*s 
distribution network. And Philip 
Morris paid a higher price to take 
control of CLM's only real competi- 
tor. Ctgatam. Philip Morris win also 
want a decent return on its invest- 
ment. which should encourage a 
softening of recent cigarette price 
wars. But It does not make this a 
great deal for BAT. 


Asian currencies 


BAT Industries 


The last British company to make 
waves in Mexico was Allied 
Domecq, and it saw much of Its 
[ investment hi Pedro Domecq go up 
In smoke with tbe peso crisis. So it 
j is perhaps surprising that investors 
welcomed BAT Industries* push 
1 into Mexican tobacco through the 
$1.7bn purchase of Cigarrera La 
Moderns (CLM), And this is no bar- 
gain. At 12 3. times next year’s proj- 
ected operating profits, BAT is pay- 
ing almost double tbe valuation of 
the UK’s two listed tobacco compa- 
nies. There are no reel cost savings. 
And at a time when investors* appe- 
tite for cigarettes Is cool, BAT has 
dona a deal which may not enhance 
next year’s earnings, let alone cover 
its weighted average cost of capital. 

At least the strategy looks sound. 
BAT is already streets ahead of 


Dr Mahathir Mohamad. Malay- 
sia's prime minister, is not toft first 
south-east Aslan leader to point toe 
finger at Mr George Soros for crip- 
pling his currency. But he should 
know better than most that cur- 
rency speculation is sot a one-way 
bet. After all, in the early 1990s, 
Bank Negara, Malaysia’s central 
bank, was one of toe most swash- 
buckling speculators in tbe cur- 
rency markets. But it last a total of 
over MglSbn In 1992 and 1B93, 
before retiring from big-time cur- 
rency trading. And as a central 
bank, it would be better placed than 
the likes of Mr Soros to gat it right. 
East Asian currencies have suc- 
cumbed to pressure from traders 
primarily because they spotted tbe 
anomaly of currencies pegged to a 
strong US dollar when their trade is 
not closely linked to the US. It is 
analogous to tbe European experi- 


German shareholdings 
The merger between Bayerische 
Vereinsbenk and Bayertsche Hypo- 
Bank opens up a tempting vision: 
tha t corporate Germany might be 
able to unravel its web of strategic 
shareholdings in a tax-free manner, 
thereby fostering contaMlriarinn and 
improving returns. 

It binges on a 1966 legal opinion - 
toe Touschgutodtten - allowing two 
parties to swap assets without 
incurring a horrendous 60 per cent 
i-wpjtai flBine tax bill- To qualify, 
such an exchange has to fulfil throe 
conditions. The two assets must be 
of equal value, of equal type - auto 
as two parcels of chares - and of 
equal function. While Verefcabank 
was able to exchange its bolding In 
Allianz for shares In Hypo-Bank 
since both were financial compa- 
nies. Deutsche Bank would not be 
able to swap Us Daimler-Benz stake 
for. say, Commerzbank shares. 1 
However, whether a transaction is 
ultimately allowable depends on a 
ruling from the local tax office. The ! 
authorities in Munich, which over- 
saw this week’s deal, appear to be a ! 
lot looser in their interpretation of ‘ 
the rules than those in Frankfurt. ] 
Despite these restrictions, the 
Tonsdigutoehtm is a potentially 
powerful too) - much of the value 
of the Bavarian merger comes from 
the tax-free unlocking of the Allianz 
stake. The biggest scope for copy- 
cat deals lies among banks and 
insurers, where the cross-holdings 
are concentrated and consolidation 
is gathering pace. That explains 
why German bank shares jumped 
nearly 10 per cent yesterday. 


Additional Lex note on 
Littlewoods, Page 21 



Invest in your evenings at 
London Business School 


Our Masters in Finance is rigorous and career-oriented, and is taught by the 
School's internationally renowned finance faculty. It can be completed in 2 yam of 
park-thna (mainly evening) attendance at the School, or in 9 months fug-time. The 
programme is designed for those pursuing a career in business or the financial 
services industry which requires in-depth knowledge of finance. To find out more, 
come to an information session: 


Monday 11 August 
Monday 1 September 


All information sessions are held at 
London Business School 
Sussex Place, Regent's Park, London NWl 4SA 
and begin at 6.15pm. 


We also offer evening programmes in Corporate Finance and Invoatmant 
Managamant which provide comprehensive coverage of their fields, including the 
latest developments. Participants attend one evening per week from October to June. 

For further details contact: The Information Officer; Finance Programmes Office, 
London Business School, Sussex Place, Regent's Park, London NWl 4SA. 

Tel: +44 (0)171 706 6840 Fax: +44 (0)171 723 1788 

e-mail: mifinfo@lbs.ac.uk website: www.lbs.ac.uk 
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Volvo reports 
strong first half 

Volvo, Hie Swedish car anti truck maker, 
reported higher thst-half profits as losses at Us 
North American trucks subsidiary were offset - 
by growth, in its cars H^isaaa: Operating profits - 
rose from SEz2J3bn to SKr&Shn ($50Qm). Pago 18 

PelyOnm bald back by flhn division 

Strong album sales fafled to lift the firstdialf 

profits cffPdlyGiranL- the wurid's.largestnrasic 
company, which is still grappHng with losses in 
its film diviskm. Page 18 ■ 

Commercial UtAon buys state* ta Uff! 

CommaraalTMnmth&DKinsmiK-.nMJvedto 
strengthen its life operations in France with the 
acquisition of a55£per rant state to Untoii - 
Ffnancffere de France for FFrL29tm (tZltat) from 
Credit Agrioole inriosnez. Page XL . 

Watt Disney up 18% In third «urfar . 

Walt Disney, the US artertainment group, 
reported third-quarter net income up 18 per cent 
at *473m. Hie company credited itocreafive con- 
tent divisions — fnm«_ TV programming and - . . 
retailing — and theme parks for the rise. Page 20 

Dutch chemicals onMip to buy Vaba unit 

DSM, the Dufoh chemicals group, agreed a 
FI lbn (3405m) deal to-buy and expand Vestoten, 
a unit of the German oil refiner Veba CM,- which 
is part of the Veba industrial group. Page 18 

Tlckat tax r—trtct* US a li Una a 

US airlines reposted healthy results for file sec- 
ond quarter, although profits were dented by 
the reinstatement of a 10 per cent ticket tax an 
internal US flights..Page 20 

Patron profits up 13% In first half 

Pefron, the Phfi3ppine6’ largest odl group, 
announced firsHiaif profits up 13 per cent at 
&25bn pesos ($8fen). Page 18 ' 


Finn appoints its first non-US worldwide managing partner Versace 

Andersen. !|||||||^!g|g : y ; . I £g» 

hpaalrc ■ at Lloyd’s 
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By Jim Kelly in London 

Arthur Andersen, ' the 
accountancy and 
professional services firm, win 
tomorrow appoint its first non- 
American worldwide manag- 
ing partner in a- significant 
break with the past- - . 

The appointment of Mr Jim 
Wadia, the 40-year-old head of 
its UK practice, also signals 
Arthur Andersen's determina- 
tion to reassure cfients that it 
is unaffected by recent squab- 
bles with its sister firm - 
Andersen Consulting: 

"I am honoured to have been 
appointed to lead bur 52,000 
employees into the 2lst cen- 
tury, 1 * said Mr . Wadia, who 
emerged as the favoured candi- 
date after extensive soundings 
were taken among the 


firm’s 1,700 partners. 

The appointment will come 
as a surprise to the partners, 
who were told by the outgoing 
managing partner, Mr Dick 
Measelle, aged 58, that be was 
retiring at a meeting in Paris 
earlier this year. No public 
announcement was made. 

In a statement, Arthur 
Andersen said it had an “infor- 
mal policy” that senior manag- 
ers “divest themselves of firm- 
wide re&omfbilxties'* at 56 to 
clear the way for younger part- 
ners. 

Mr Measelle, a tough man- 
ager with a myfthb managerial 
image which included running 
with the bulls in Pamplona, 
held the position for eight 
years. He oversaw growth in 
revenues from $L9bn in 1690 to 
35bn in the current fiscal year. 
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Jim Wadia: emerged as the fa vou rite after extensive soundings of the firm’s 1,700 partners 


Mr Wadia has a reputation 
as a patient manag er with a 
flair for solving problems. 

hih appointment will be seen 
as inffrMahig the c bflp c e fi that 
the problems between the two 
SiSter fir m s ca ff be rflntflrnftrt — 
if not entirely resolved. 

His relative youth and 
cosmopolitan non-US back- 
ground will be seen as strong 
Indications of the kind 
of global brand image that 


Arthur Andersen is seeking. 

The firm was founded in 
1913 In Chicago and Andersen 
Consulting was created in 
1989. 

Mr Wadia - who was bora in 
Bombay, educated in Switzer- 
land, and intends to go on liv- 
ing in London - was one of 
two candidates who failed to 
win a “supermajority” in 
recent elections to find a chief 
executive for Andersen World- 


wide, the umbrella organisa- 
tion for both firms. 

The partners also failed to 
back Mr George Shaheen, 
worldwide managing partner 
of Andersen Consulting. Nei- 
ther won backing from the oth- 
er’s firm because of turf wars 
and gfarnnwiTig rows over cost 

gharfrwgr and gmw» mann» Within 
the organisation. The 
announcement emphasises the 
autonomy of Arthur Andersen. 


Bwko Htepa ao to apR shares 

‘ftfmrfi nantr al TTfgpnnn the Spanish tewriWng ' 

group, pinna to halve the nominal value of its 
shares to attract small Investors. Page 18 


Arnault doubles his 
stake in GrandMet 


Companies in this Issue 

AHP 

• 20 Korado 

18 

Airbus Industrie 

t Korea First Bank 

15 

American Afctines 

1 KrungThaJ Bank 

18 

Amoco 

20 LVMH 

IS 

Andersen Consulting 

15 La Source 

24 

Andersen Worldwide 

15 Uttiawbode 

21 

Anheuser-Suacfi 

6 Lloyd's 

15 

Antarctica 

6 MCI 

• 21 

Arbed 

18 McDormefl Douglas 

1A 

Arthur Andersen 

15 McMSian Blcwdel 

20 

BASF 

18 Mate Brewing 

B 

BAT Industries 

1 Mol 

24. 

BCH . 

- - 18 Mavftrrt 

S 

BRGM 

24 NCB . ■ - 

18 

BT . 

0JM Nav« Ftrianc 0 & Sees- 

18 

Banco Esp&fto Sen. 

19 Nissan 

8 

Bangkok Bank 

19 Nomura 

7 

Bank of America 

20 Normandy Poseidon 

24 

BanfckGold 

- 20 Nortel 

20 

BBflton 

1A21 Northwest 

20 

Boeing 

1A ORvettt PC 

18 

Bougainvflto Copper 

7 Oppanhafaner ' 19 20 

Brahma 

: • PCS 

18 

Bristol-Myers 

20 Penzoft - 

20 

CISC Wood Grundy 

20 PepsiCo 

20 

CLM 

1 Patron 

ie 

cst 

18 PhHp Morris 

20 

CU 

21 PolyGram ' 

18: 

CanTV 

6 Prise 

3. 

Caterpillar 

4, 20 RJfi Nabisco 

20 

Cho Hung Bank 

15 Reliance Industries 

22 

CJgatam 

.' 1 - Robertson Stephens 

20 

Cfflc 

22 Sammi 

18 

Colgate-Palmolive 

8 Schering-Ptough 

20 

Continental Abfinae 

1 Shamrock Holdinga 

18 

DEP-EKY 

24 Slam Commercial Bank 

18 

DSM 

.18 Stamens 

0 

Dassault Systems 

18 SntitMObie Beechamr . 

21 

Date . 

1 Sogecabta 

3 

DhenaStem 

18 Saangyong Motor 

18 

DHton Read 

20 Stagecoach- 

21 

Queer 

8 Swiss Bank Corp .. 

20 

i™k.i> _ - ■ i.t Ba 

tnMipnBO UN 

24 Tandem ■ “ . 

20 

Euogold 

24 Tataal : 

8 

Finance One 

16 Texaco 

20 

Gazprom 

3 Thai Farmers Bank 

18 

Gencor 

18 Toyota 

18 

GrandMet 

15 Triton Resources 

24 

Gukmeea 

15 UAL 

20 

Haribo 

15 UFF 

21 

Hutchinson Whampoa 

22 UPR 

20 

Hypo-Bank 

15 UnScombank 

2 

IBM 

20 Union Texas 

24 

K» 

22 Ustoor 

18 

Inmat 

24 Utd Bulgarian Bmk 

18 

Kaiser 

6 VebaOet 

18 

Kia 

IS Verelnsbank 

18 

Kotynos 

6 Voflaswagen 

18 

Komatsu 

4 Volvo 

18 

Koor 

18 Warner Lambert 

20 


By David Blaekwel and 
Rose Tleman in London 

Mir Bernard Arnault, LVMH 
chairman, yesterday stepped 
up his drive to Guinness 

and GrandMet reeast their 
£24bn ($40.08bn) merger by 
acquiring enough shares in 
GrandMet to (all an extraordi- 
nary meeting of shareholders. 

Deploying a novel scheme 
devised fay his merchant bank 
adviser, BZW, Mr Arnault sold 
shares in ^nbrnlH in order to 
buy GrandMet 

Acting on behalf of LVMH, 
brokers at BZW offered to buy 
I three GrandMet shares for two 
Guinness shares and cash to 
i the value of a fldrd GrandMet 
share, plus 2pp. 

Analysts believe that most 
of the 118m GrandMet shares 
traded, equivalent to 6.4 per 
cent, went to Mr Arnault If 
that is tea ease, he will have 
doubled Hi stake to 12 per 
cent - above the 10 per cent 
threshold necessary- to call an 
extraordinary meeting. At tee 
same time 47m Guinness 
shares were traded, which 
could have cut his stake from 


14.2 per cent to 12 per cent 

Far the first time since May 
- 12 when the merger was 
announced the shares closed 
widely apart - Guinness at 
598p, down 9%p, and Grand- 
Met at G22p, up 16p. 

This reflects tee premium 
that Mr Arnault was offering 
GrandMet shareholders. 

Mr Arnault must today 
notify the stock exchange of 
the stake he now holds in each 
company. Mr Anmitit resigned 
on Mhnda&finm the Guinness 
board. H3s resignation is 
expected to be accepted today, 
immediately before the start i 
of tee dose season - the two J 
months when direc to rs cannot j 
trade in, their company's j 
shares ahead of interim I 
remits. 

The boards of Guinness and , 
GrandMet are still drawing up 
their response to Mr Arnault's 
alternative to their merger to 
form GMG Brands. 

Instead, he has suggested a 
■ th ree -w a y merger of the wines 
and spirits businesses Of Guin- 
ness and GrandMet, with tee 
Moet Henri essy subsidiary of 
LVMH. 


Barry Riley 


Banks get tough with 
Kia over rescue plans 


By John Burton In Seoul 

South Korean banks yesterday 
refused to meet the full fund- 
ing requested by the troubled 
Kia group after it came dose 
i to ban kru ptcy last week. 

Kia’s creditor banks, which 
have placed Korea’s third- 
largest carmaker under bank- 
ruptcy protection, agreed to 
provide only. WpnlSObn 
(3180m) of the WonS58bn it 
requested to keep going until 
the end of July. 

At tiie end of this monte the 
banks, led by Korea First 
Bank, will discuss a more 
comprehensive rescue plan for 
Kia, which, has debts of 
Wonfl^OObn. 

They have demanded teat 
B3a executives surrender man- 
agement control and accept 
responsibility for the group’s 
financial troubles, which were 
caused by over-expansion and 
poor domestic sales. Under the 
plan, Kia shares owned by its 
subsidiaries and executives 
would be transferred to the 
banks. Kia ha s resisted the 


demand, saying its recovery 
should be supervised by the 
c u r re nt management. 

The government has also 
called on the banks to provide 
emergency loans to some of 
Kia’s 5,000 subcontractors to 
prevent bankruptcies among 
them, but tee banks have been 
cautious in response. 

On Monday, Kia subm i tt e d a 
restructuring' plan . under 
which it hoped to raise 
Won4,160bn through property 
sales and the disposal of its 
lossmaking steel unit. It said 
it would reduce the number of 
its affiliates from 28 to 14, 
selling companies such as Kia 
Steel, and shed 5,000 jobs 
throughout the group. 

Analysts were not 
impressed. It’s like sticking 
your fingers in a leaky dam 
that’s about to burst,” said Mr 
Henry Morris, a managing 
direct or a t Coryo Interna- 
tional (HR), a Korean invest- 
ment group. 

Kia is expected to find it 
hard to raise capital from 
sales to service its debts. "Kia 


will have problems in finding 
a buyer for its steel business. 
The industry Is already 
depressed because of the col- 
lapse of the Hanbo and Sammi 
steel groups earlier this year,” 
said Mr Daniel Harwood, 
north-east Aslan manager far 
ABN-Amro Hoare Govett Asia 
Securities. 

“Mare important, Fm scepti- 
cal whether Kia can raise a 
planned Won3,000bn through 
land sales because the prop- 
erty market is weak due to 
distressed land sales by other 
groups in financial trouble." 

The banks have also 
Kia to sell its heavily indebted 
commercial vehicle unit, Asia 
Motors. They demand that Kia 
produce a firm schedule for 
disposal of its assets, which 
include a hotel, a professional 
basketball team, and pr o perty 
belonging to Asia Motors In 
the city of Kwangju. 

Kia said it could cover tee 
shortfall in its emergency 
funding request through the 
sales of heavily discounted 
cars this month. 


By Christopher Adorns, 

fosurance Correspondent 

Gianni Versace's fashion 
empire could struggle to sur- 
vive without him, but an 
insurance policy protecting the 
business against bis death 
may go some way towards 
compensating for the loss of 
such a crucial figurehead. 

Mr Versace, shot dead last 
week outside his Miami home, 
was insured at Lloyd’s of Lon- 
don for L35tra ( 320 . 01 m) under 
the terms of an insurance pol- 
icy taken out by his company. 
Underwriters say the group 
has yet to make a claim 

The so-called "key man" pol- 
icy that covered the group 
against his death is not 

nnmminm when Mr Ma tthe w 

Harding, the UK millionaire 
insurance broker, died in a 
helicopter crash last year, his 
company Benfield claimed 
£16m ($26.7m) with its policy. 

It is impossible to measure 
the precise financial impar t of 
the loss of Mr Versace, but 
underwriters typically calcu- 
late the insurance premium 
they charge by looking at tee 
salary of a key man, the finan- 
cial performance of the com- 
pany he manages and his posi- 
tion within it. 

“With Versace, it would 
have been his desi g nin g abil- 
ity, his contacts and the people 
he was seen with. He was very 
much upfront. Because it's got 
his name, it sells,” said one 
underwriter. 

Mr Versace not only founded 
his business and designed the 
products which bear his name, 
but the close relationship 
between brand recognition and 
his flamboyant public persona 
has helped drive the compa- 
ny's success. 

It is not just businesses that 
take out key man policies. 
Highly paid American football- 
ers are often similarly covered 
against injury and the policies 
can insure sums of up to 
$100m. It is often smaller busi- 
nesses, rather than large ones, 
which are most at risk from 
the loss of a key executive. 

"One of the major reasons 
why people buy them is when 
there’s a change in the struc- 
ture of the company. If a bank 
is putting money in, it may 
insist on a key man insurance 
policy to protect its invest- 
ment,” said a broker. 

The insurance policy cover- 
ing Versace was led by an 
insurance syndicate at Lloyd’s 
managed by the RJ Kiln under- 
writing agency. 


France stops the clock 
as Germany restructures 
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The largest buyouts in 
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If France is ah 
economic acci- 
dent in the 
making, the 
Paris stock 
market refuses 
to be alarmed. 
Investors are 
surprisingly 
patient The CAC 40 hit s new 
high on July 16, ahmg with 
many of the otter European 
indices. Its response to Mao- 
day’s .tax measures - which 
reduced corpora te earnings by 
5 per cent - was muted. 

What has set the continental 
bourses alight has been the 
potential for re struc turing - 
and the reallty too, with the 
announcement In Germany, 
also on Monday, of fte merger 
of two Bavarian banks, 
Veremsbank- and Hypotbeken 
Bank, to create Germany's sec- 
ond-biggest bank by market 
value. That triggered a 8 per 
cent surge In German share 
prices yesterday. 

In France, though, under, tee 
Socialists elected in. May, pri- 
vatisations have been post- 
poned, the creation of funded 
pension schemes has been put 
on hold and. now new taxes 
have been loaded .on to compa- 
nies. Tet the French equity 
marfrftt Is. up 24 pet w>nt this 
year, and" 42 per cent over 12 
months. 

- True, ■ this performance has 
lagged Europe overall. The 
leading markets such as Ger- 
many and the 'Netherlands are 
UP by about 40 and 60 per cent 
over the same periods. And in 
dollars tee French index is up 
only 5 per cent this year, 
emphasising tee extent to 
which the. continental bourses 
have been e nj o yin g a devalua- 
tion "bull irwjyiflfr fc (with further 


notable D-mark weakness yes- 
terday). Paris poses a dlfifnm- 
tais to international investors, 
who have been assuming the 
progressive Americanisation of 
the global economy, through 
labour market deregulation, 
restructuring to release share- 
holder value and the compara- 
tive advantages of big, global 
companies. 

The le ft w a r d s swing of the 
political pendulum in several 
pa r ts of Europe (extending pos- 
sfoly to Germany next year) is 
an awkward phenomenon in 
this context, however. The 
UK’s New Labour government 
does not stand to the way of 
these trends, but the Jospin 

Paris poses a d&fi 
frangais to 
- international 
investors, who have 
been assuming the 
progressive 
Americanisation of 
the gjobal economy 

regime in France — elected, to 
its own surprise, on a back- 
ward-looking manifesto — is 
wrtnfter matter. 

Nevertheless, the markets 
are in a super-confident mood 
«nd investors simply assume 
that the French government 
win be forced to fell into line. 
But its fiscal packa g e has not 
encouraged that view. 

Germany’s economic prob- 
lems mainly arise from the- 
ty y n ti rnfityg burden of unifica- 
tion. but France’s are more 
fundamentally related to the 
political attitude of the people. 


France has an unemployment 
rate of 12.5 per cent, compared 
with 5.7 per cent in the UK and 
under 5 par cent in the US, but 
there is little sign of micro- 
economic solutions to the 
labour market crisis. 

Yet the bond market consid- 
ers the financial risks tO be 
particularly low in France. 
The 10-yesr government bond 
yield is down to 5.4 per cent, 
the lowest in the European. 
Union - some 90 basis points 
less than for US Treasuries 
and 170 b.p. less than on UK 
gilts. Bonds are looking no fur- 
ther than flip finanrial fudges 
required to ensure that Emu 
happens. 

Farts of the corporate sector 
in France are in tune with the 
shareholder value ethos. There 
are attractive plays on individ- 
ual stocks. But corporate plans 
that dump a bigger surplus 
labour problem on to the pub- 
lic purse will be blocked by the 
Jospin government. Mean- 
while, more of the cost of i 
TTiafntflining the bloated public I 
sector is being heaped on com- 
panies through the “tempo- 
rary” corporate tax surcharge. 

Only 48 per cent of French 
households include a private 
sector wage earner, according 
to Credit Suisse First Boston's 
French economics weekly. 
Without a. U-turn on private 
sector job creation France will 
be unable to survive within 
the single currency. For the 
time being the French stock 
market will continue to under- 
perform. But watch for a rapid 
catch-up on any signs of 
labour market reforms. 

Interview with Dominique 
Strauss-Kafan, Page 12 
Lex, Page 14 
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Provisions hurt Thai financial sector 


By Tad Bardacke in Bangkok 

Lining Thai financial institutions 
reported disappointing first-half 
results yesterday amid worries that 
already high levels of provisioning 
for bad debts will increase later in 
the year. 

Bangkok Bank, the country’s 
largest bank, reported a 16 per cent 
fall in first-half net profit to 
Bt8.63bn ($283m). State-owned 
Krang Thai Bank said its first-half 
net profit was down 36 per cent to 
Bt3.8bn, while Thai Farmers Ra«ir 
first-half net profit was IS per cent 


lower at Btobn. Siam Commercial 
Bank, the fourth -largest bank, 
reported a 14 per cent fall to 
Bt3.68biL 

fix the finance sector, Finance 
One, once the country's largest 
finance company, said it swung to 
a first-half net loss of Bt5.23bn 
compared with a profit of Bt850m 
in the same period last year. At 
Dbana Siam, first-half net profits 
fell 82 per cent to Btl3l.9m, while 
Nava Finance & Securities 
reported a 71 per cent fall to 
Btl59.8m. 

Analysts said the fall in profits 


stemmed mainly from a rise in pro- 
visioning for bad debts. Thai finan- 
cial institutions usually wait until 
the fourth quarter, when they can 
assess full-year performance, to 
make large provisions- Increasing 
provisions in the middle of the 
year meant bankers expect bad- 
loan problems to get worse, ana- 
lysts said. 

Some analysts suggested that the 
institutions had increased 
provisions at this point in the year 
because investors had already 
discounted poor 1997 earnings 
and were unlikely to sell down 


shares based on profit figures. 

The fact that Bangkok Bank - 
which already has high provision- 
ing levels, relatively few non-per- 
forming loans and small exposure 
to Thailand’s collapsing property 
developers - raised provisions was 
taken as a sign that manufacturers 
were also starting to show up on 
the bad-debt rolls. 

Analysts expressed concern that 
margins, which they said remained 
healthy in the first half, would fall 
in the second. The central bank 
raised the ceiling on interest rates 
that commercial banks can offer 


their depositors from 12 per cent to 
14 per cent, prompting Bangkok 
Rnnb and Thai Farmers to raise 
their deposit rates by 3 and 2.5 
percentage points respectively. 

The move came after hanks 
reported they were losing deposi- 
tors to foreign banks operating in 
Thailand, which are less bound by 
interest rate restrictions. 

Combined with lower margins, 
falling loan growth will also 
depress profits through the year. 
Even the healthiest banks are 
reluctant to lend in the unstable 
environment. 


vw 

China 
venture 
in profit 

By James Harding 
m Shanghai 

Volkswagen's joint venture 
with China’s First Auto 
Works, the large state- 
owned enterprise, bas 
posted its first profits since 
it was established in 1991, 
reinforcing the German car- 
maker's lead in the Chinese 
market 

The joint venture, which 
is based in Changchun, 
north-east China, recorded a 
45 per cent increase in pro- 
duction of Jetta saloon cars 
and a post-tax pr ofit in the 
first half of 1997, according 
to the Chinese state news 
agency. 

Volkswagen-FAW declined 
to detail the profit figures. 

The German group 
controls more than half of 
China's passenger car 
market through sales of its 
Santana model, which is 
produced in Shanghai in a 
venture with Shanghai 
Automotive Industry 
Corporation. 

Approximately 200,000 
Santana cars were sold last 
year - about 52 per cent of 
total passenger car sales - 
While the Jetta co mman ded 
6.9 per emit of the market, 
with sales of 26.400. 

The Jetta's market share 
is forecast to rise to 10 per 
cent by the end of this year, 
after sales reached 20,100 
cars in the first six months 
of this year - an increase 
of 102 per cent compared 
with the same period in 
1996. 

The Changchun assembly 
line has a production capac- 
ity of 150,000 cars a year, 
but ft has not been stretched 
by China's sluggish automo- 
tive market 

In the first six months of 
this year, the Volkswagen- 
FAW joint venture produced 
20,600 Jetta cars. 

Car sales in China have 
stalled over the past three 
years, held back by the 
limited purchasing power of 
Chinese consumers and 
squeezed further by the 
government's drive to cool 
rampant inflation. 


Push into retail market lifts Petron 


By Justin Marozzi 

in Manila 

Petron. the Philippines’ 
largest oil group, yesterday 
announced first-half net 
profits up 13 per cent to 
225bn pesos ($80m), but ana- 
lysts warned the company 
would be hit by the recent 
depreciation of the peso. 

The group said the 
improved performance came 
from higher revenues arising 
from its push into the retail 
market. Revenues rose 13 
per cent to 29.4bn pesos, and 
market share was “domi- 
nant" at more than 40 per 
cent. 

Operating costs fell 7 per 
cent 

Shares in the group, which 
is 40 per cent owned by the 
government, closed 
unchanged at 6.1 pesos 
yesterday. 

National Power Corpora- 
tion. the state-owned utility 
awaiting privatisation, 
remained the group's main 
market for fuel oil and die- 
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sel. although retail clients 
were be ginning to take over. 

As analysts digest the 
effect of the peso deprecia- 
tion on the Philippine corpo- 
rate sector. Petron - which 
has high levels of unhedged 
foreign debt - has emerged 
as one of the groups more 
exposed to erosion of its bot- 
tom line. Its gearing stands 


at 89 per cent. Ms Alex 
Connor, analyst at Indosuez 
W.I. Carr, the stockbroker, 
said Petron had been bor- 
rowing dollars aggressively 
prior to depreciation and 
had exploited the a ttractiv e 
interest rate differential by 
buying pesos and investing 
in treasury bills. 

Non-operating income rose 


more than 27 per cent, Ms 
Connor noted. “The com- 
pany Is a big loser on the 
depreciation," she said, 
although this would not be 
felt until the third quarter. 

WXCarr is forecasting a 
4.8 per cent reduction in 
Petron’s profits, a 

10 per cent depreciation of 
the peso. 


1933 94 95 86 87 


The group bas remained 
quiet on the prospect of 
price increases. However, 
analysts expect Petron to 
raise prices next month to 
keep them in line with the 
benchmark Singapore Posted 
Prices, and to take advan- 
tage of its three to four 
months of low-cost inven- 
tory. 


Toyota plans to raise 
domestic market share 


NCB to split 
into three units 


By Gwen Robinson in Tokyo 

The president of Toyota 
Motor vowed yesterday to 
increase the leading car- 
maker’s domestic market 
share to 40 per cent in the 
second half of the year, from 
38.8 per cent in the first six 
months. 

Mr Hiroshi Okuda said the 
company “will not fail’’ to 
boost sales through 
increased spending on adver- 
tising and dealer incentives, 
as well as the introduction of 
two or three new models in 
the coming months. 

The launch of new or 
improved models in the first 
half of the year helped lift 
domestic sales 3.1 per cent 
from the previous first halt 
to 1.07m units. 

Mr Okuda said the com- 
pany intended to expand the 
role of outside auditors. The 
use of independent auditors 
is a relatively new develop- 
ment in Japanese corporate 
culture and has been has- 


tened by the government's 
“Big Bang” plan for financial 
deregulation, which calls for 
a shift to international 
accounting standards. 

Toyota will also curb the 
long-established practice of 
using outside directors for 
some of its affiliated sales 
and parts companies, Mr 
Okuda said. 

The move comes amid 
growing debate about corpo- 
rate governance - in particu- 
lar. the custom of appointing 
retired executives and 
favoured business associates 
to part-time directorships. 

Mr Okuda also revealed 
plans to move into Russia 
within the year and begin 
research on local assembly 
of vehicles. 

Toyota exports about 3,000 
finished Corollas and other 
vehicles to Russia annually. 
Within one to two years, the 
company hopes to export 
most of the parts needed to 
assemble commercial 
vehicles in Russia, he added. 


Separately. Toyota 
announced a joint venture to 
provide real-time in-car 
information for drivers via 
digital cellular telephones 
and electronic car naviga- 
tion systems. 

Toyota Media Station will 
open its headquarters next 
week in Nagoya with capital 
of Y2bn (517m), of which 
Toyota will put np 53 per 
cent. Other participants in 
the venture include the com- 
puter and electronic giants, 
Fujitsu and Matsushita Elec- 
tric Industrial, and Toyota 
group companies such as 
Denso and Aisin SeikL 

The venture will provide 
subscribers with on-demand 
information on traffic, news, 
weather and the availability 
of petrol stations, restau- 
rants and parking facilities. 

The company, which 
hopes to provide a 2+hour-a- 
day service nationally by 
November, forecasts lm sub- 
scribers by the end of the 
decade. 


By GiQian Tett 
in Tokyo 

Nippon Credit Bank, Japan’s 
smallest long-term credit 
bank, yesterday announced 
a restructuring that will 
split the group into three 
separate units. 

The move, which is 
unusual among Japanese 
banks, aims to boost busi- 
ness control and improve 
management 

It comes as a growing 
□umber of Japanese banks 
are considering ways of reor- 
ganising their structures, 
including the introduction of 
bolding companies, to create 
a sharper business focus. 

NCB is stepping up its 
efforts to convince investors 
it has a viable future. In 1996 
the bank recorded a 
Y350.16bn f$3bn) fiscal loss, 
partly because of the write- 
off of bad loans incurred 
after the collapse of the 
l£60s property' bubble. 

The bank unveiled a 


Y291bn recapitalisation In 
April, which involved other 
private-sector banks pur- 
chasing YTObn of shares and 
life and non-life groups pur- 
chasing Y97bn worth of 
shares. 

The plan initially met with 
industry resistance.- How- 
ever. NCB yesterday said the 
banks and life assurance 
groups had agreed to take 
part in the scheme, which is 
likely to be completed by the 
end of this month. 

One of the new units. 
“New NCB”. will focus on 
providing securitisation and 
other banking businesses for 
small and medium-sized 
companies. "What we want 
to target is the smaller busi- 
nesses which may not have a 
main bank.” the bank said. 

Another unit. "Project 
NCB”. will handle the prop- 
erty side of NCB’s business. 
A third, "Market NCB”. will 
focus on asset management 
and risk management and 
trading. 


ASIA-PACIFIC NEWS DIGEST 


Bank dismisses 
Ssangyong talk 

The main creditor bank of Ssangyong Motor yesterday 
denied it would place South Korea's fourth-largest car . 
company under bankruptcy protection because of mount- 
ing losses. _ , . 

Ssangyong blamed the rumours - which caused the 
Seoul bourse to fall 2 per cent yesterday to 725.98 potato - 
on investors and traders who were seeking to drive down 
the share prices of Ssangyong companies in older to buy 
them cheaply- The share prices of most listed Ssangyong 
subsi diari es, including its main oil refining and cement 
businesses, fell by their dolly limit yesterday. The Seoul 
stock market has been jittery since leading bank s last 
week rescued the Kia group. Korea's third-largest car- 

maker. from near-bankruptcy. 

Ssangyong Motor has been a cause of concern among 
investors because of its total losses since 1992 of __ 
WonSOObn ($558m) and debts of more than Wan&ooobn, 
Cho Hung Bank, the biggest lender to Ssangyong Motor, 
said the company's losses "aren't serious enough to force 
it to go inso lvent at this time. There is no possibility of 
the company going bankrupt in the near term." Ssan- 
gyong group finances are considered stronger than those 

of Kia. ... 

Ssangyong Motor has been mentioned as a possible 
takeover target for the Samsung group, which plans to 
begin car production next year. Ssangyong has denied 
any intention of selling the car company. 

John Burton, Seoul 

■ BAKUN DAM PROJECT 

Malaysia PM aims to reassure 

Dr Mahathir Mohamad. Malaysia’s prime mi ni s te r , yester- 
day sought to allay concern over the M$l3.6bn (US$5 .2 bo) 
Bakun Ham project Doubts over the project- which is one 
of Malaysia’s biggest infrastructure undertakings, were 
reinforced by recent remarks from Mr Anwar Ibrahim, the 
deputy prime minister, that crucial differences existed 
between the lead contractors and the Malaysian managers 
of the dam. 

The dam’s lead contractor is ABB. the Swlss-Swedish 
engineering group. Ekran. the Malaysian company man- 
aging the project has demanded that the contract with 
ABB should be renegotiated, industry sources said. Dr 
Mahathir said: “Of course, some people may not be happy. 
Some people, perhaps, have personal views about certain 
things. But we will overcome these." 

James Kynge. Kuala Lumpur 

■ AUSTRALIA 

Preferred bidder named for AIDC 

A US-Swiss financial consortium has emerged as the fron- 
trunner to buy the Australian Industry Development Cor- 
poration. the Australian government’s investment bank- 
ing arm. 

Babcock and Brown, the US financier, and Union Bank 
of Switzerland, were yesterday named as preferred bid- 
ders for the AIDC by Australia's finance minister. Mr 
John Fahey. Mr Fahey said the companies had beat 
granted an exclusive period to complete due diligence and 
contract for the purchase, which he expected to be finali- 
sed by the end of August. No price was mentioned in yes- 
terday’s statement, but analysts have suggested a range 
between AS200m and A$400m (USSI48m-$296m). 

Bruce Jacques. Sydrtty. 

■ LIQUOR 

Jinro plans WonSOObn asset sales 

Jinro. South Korea's largest liquor group, yesterday said 
it planned to raise an extra WonSOObn (8558m) by the end 
of July through asset sales as it sought to persuade banks 
to extend bankruptcy protection For a further two months. 

Jinro was the first beneficiary of a recent bankruptcy 
prevention agreement among Korean banks to avoid big 
corporate collapses resulting from an economic downturn. 
Protection has also been applied to the Kia car arid Dai- 
nong retail groups. Bankruptcy protection for Jinro is due 
to expire by the end of this month, but Jinro has raised 
only Won400bn through sales of its Jinro Engineering and 
Jinro Hj-Living units to pay off debts of Won2.600bn to 
the banks. Jinro said it needed more time to raise capital 
to service its debts as it sought to sell 12 of its 18 subsid- 
iaries. which it estimated would result in gains of 
Wonl.40Cibn. John Burton 
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NOTICE TO THE BONDHOLDERS OF 

U.S. $130,000,000 

6% per cent Guaranteed Bonds due 2002 

(the "Bonds”) 

Issued by 

B1W Finance (Curasao) MV. 

(fonmrft MBL Ftatte (Coraqao) N.V.) 

(the "Issuer*) 

Guaranteed on a subordinated basis by 

The Bank of Tokyo-Mitsubisfti, Ltd. 

Notice is hereby given pursuant to Condition 6(b) and 13 of the 
Terms and Conditions of the Bonds that the Issuer intends to 
redeem on 18th August. 1997 (the 'Redemption Date") all 
outstanding Bonds at par together with accrued interest to the 
Redemption Date. 

BTM flnwe (Carabao) N.V. 

By: The Bank of TokyoMtaufflsW. Lza. 
London Branch 

23rd July. 1997 as Principal Paying Agent 


The SKF Group, operating in 130 countries, 
is the world’s leading producer of rolififjg bearings. 

REPORT ON OPERATIONS 
FOR THE SIX MONTHS ENDED JUNE 30. 1997. 

SKF’s consolidated income, after financial income and expense, in the 
first half of 1997 amounted to SEK 1 103 m, compared with SEK I 475 
in the first half of 1996. Income in the second quarter of 1997 totalled 
SEK 602 m, compared with SEK 664 m in the second quarter of 1996, 
and SEK 501 m in the first quarter of this year. 

Group sales during the first six months of 1997 amounted to SEK 18 747m 
(17 52S). an increase of 7 percent compared with first-half 1996 sales. 
Sales in the second quarter this year totalled SEK 9 883m (8 647). 
Earnings per share, after tax, amounted to SEK 5.90 (7.90). 

MARKET OUTLOOK 

The Group expects that the favourable trend of volume in markets outside 
Western Europe will continue. The improvement in demand now 
appearing in Western Europe should result in gradually rising sales in this 
market during the second half of the year. 

Gdteborg, July 15, 1997 
Aktiebolaget SKF 


BUSINESSES FOR SALE 


Appear in the Financial Times 
on Tuesdays, Fridays and Saturdays. 

For further information or to advertise in this section 
please contact 

Marlon Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 


tit* \&o 



















•■Vt; 


tjy V&P 


ANCIENT 




>•» 


. .. 


t •>• * ; 


*V c . : ' --. ^*jv 



^ 7 .-* 




> ✓ 


* % i wA %.%?* >j ft kp a 



1 , / 
>'• ... / 


; •<■ v i i 

■ ’' 7 >,a* 



egent explores the frontiers 
of today's emerging markets. 

Today, the economies of Central Asia — 
_■; Kazakstan, Kyrgystan, Uzbekistan, Tajikistan and 
. . Turkmenistan — are striding into the modem 
: world. Regent is already focused on the 
opportunities in these markets. 

V ■ these former Soviet satellite states have already 
completed mass privatisation programmes and 
: are now set for sustainable economic growth 
apd falling inflation. The region — with 1,7 
times the land mass of the European Union — 
boasts a combined population of 55 million 
and a wealth of natural resources including oil 
and gas, gold, silver, copper, uranium and 
; other npn-ferrpus metals, providing a solid 
foundation for continued growth. 
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’ p r i v a ti satio n 
programmes, 
together with 
fast developing 
capital markets, now offer a wide range of 
opportunities. 

In ancient times. The Silk Road was a conduit 
for untold wealth, passing through Central Asia. 
History seems set to repeat itself. 

For further information 

on "the Regent Pacific Group, , _ 

please contact Recent Pacific A 

Corporate Finance limited, 

39 St. James’s Street, London, - 

SWIAIJQ- Regent 

TeL<44) 171 316 0007. Pacific Group 

Fax.<44) 171 316 0010. Limited 


Regent 
Pacific Group 
limited 


DIVESTMENT IN CENTRAL ASIA REMAINS HIGHLY 
speculaiWb. THIS ADVERTISEMENT IS INTENDED ONLY 
RE INVESTMENT PROFESSIONALS. FURTHER INFORMATION 
WHX EE AVAILABLE <MY TO INVESTMENT PROFESSIONALS, 
NOT TO PRIVATE INVESTORS OR NON PROFESSIONALS. 
THIS ADVERTISEMENT HAS BEEN ISSUED BY REGENT 
PACIFIC * CORPORATE FINANCE liMITED WHIC0 IS 
REGUIATEDBYTHESFA. 
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COMPANIES AND FINANCE: EUROPE 


Car sales help Volvo advance midway 


By Qpgg Mctvor in Stockholm 

First-half profits at Volvo rose 
sharply as the Swedish car and 
truck maker offset continued losses 
at its troubled North American 
trucks subsidiary with strong sales 
growth in its flagship cars division. 

Pre-tax profits advanced from 
SKr3.9bn to SKrTJbn (Sl.Olbn), 
including a SKr3.8bn one-off gain 
from non-core asset sales. Operat- 
ing profits rose from SKr2.3bn to 
SKrELSbn. 

The figures were slightly above 
market expectations, helping to 


move Volvo’s most-traded B shares 
op SKr&50 to SKr213. 

Ea rnin gs benefited from favoura- 
ble exchange rates. This was most 
pronounced la the cars division, 
with a positive currency effect on 
operating profits of SKr400m- 
SKrSOOm in the second quarter 
against the first quarter. However, 
Volvo said this gain was offset by 
higher research and development 
costs as well as by higher sales 
costs. 

Net sales rose 14 per cent, from 
SKrTO.lbn to SKjSSbn, or 8 per cent 
excluding currency shifts. Sales of 


trucks rose 2 per cent, while car 
sales grew by 21 per cent. 

Mr Leif Johansson, the former 
Electrolux chief executive who 
took over at Volvo in April, said 
underlying trends, particularly in 
the cars unit, were healthy. 

But he stressed the 4.4 per cent 
group operating margin was below 
Volvo's long-term target range of 
5-7 per cent and said he was seek- 
ing productivity improvements 
from cost cutting, especially in 
sourcing and purchasing. 

The overall market for passenger 
cars declined slightly compared 


with the previous year, mainly 
because of a 4 per cent contraction 
in North America. Even so, the 
cars division raised ope ra t i ng prof- 
its from SKrl87m to SKr2-2bn. 
Volvo ascribed this to strong sales 
of the S40/V40 mid-range model 
introduced last year. Sales of the 
rebadged S70/V70 range also prog- 
ressed. 

Volvo sold 196,250 cars in the 
first six months, a 12 per cent 
Increase. However, operating prof- 
its were virtually flat in the second 
quarter against the first quarter. 

Mr Graham Phillips, automotive. 


analyst at HSBC James Capel in 
London, said this was disappoint- 
ing in the light of the strong- cur- 
rency advantage during the second 
three months. But he said inves- 
tors would have been cheered by 
the fact that Volvo's North Ameri- 
can truck deliv eries had - held firm 
despite weak market conditions. 

The North American trucks sub- 
sidiary incurred a loss for the fifth 
successive quarter, dragging down 
operating profits in the trades divi- 
sion from SKrl.lbn to SKr688m. 
Turnover was SKr23.5bn, against 
SKr23.1bn. 


Hard drive to market for Olivetti PC 


A fter a long and often 
tortuous gestation, it 
seems that Olivetti 
Personal Computers, the 
Italian PC manufacturer 
spun off by the Olivetti 
group, is finally free to get 
on with the business of 
designing, building and sell- 
ing PCs. 

Even so, Mr Bernhard 
Auer, chief executive, admits 
he will still need to reassure 
suppliers, resellers and cus- 
tomers - particularly those 
in Italy - about the 
long-term viability of the 
company following the sud- 
den resignation last week of 
Mr Alessandro Barberis, 
group chief executive of 
Piedmont International, 
OPCs parent holding 
company. 

The former Digital Equip- 
ment executive says that 
despite the turbulence of the 
last nine months, when 
many were ready to write off 
Olivetti’s PC business, the 
company has a strong order 
book and is ready to do bat- 
tle to regain its European 
market share. “I am confi- 
dent we will survive," he 
says. 

Nevertheless. Mr Barberis’ 
decision to resign, after 


finally securing the initial 
funding needed to ensure the 
survival of the Olivetti com- 
puter brand name, is a set- 
back. He is understood to 
have been frustrated by the 
months it took to put the 

funding in place. 

Olivetti spun off its loss- 
making PC business off in 
February to Piedmont, a 
holding company set up by 
Mr Edward Gottesman, the 
London-based financier. The 
spin-off came 18 months 
after the Italian conglomer- 
ate put the operations up for 
sale. 

But it was not until two 
weeks ago that a long-prom- 
ised fundin g package materi- 
alised. It comprises equity 
capital provided by Mr Got- 
tesman’s Century private 
investment group and by 
Olivetti Group, which 
retains a 12 per cent stake in 
OPC, and a loan facility pro- 
vided by Merrill Lynch. 

The plan had been for Cen- 
tury and Olivetti together to 
provide a total of S40m - 
half of the planned $80m in 
equity - and for Merrill 
Lynch to provide a $100m 
secured loan. However. Mer- 
rill baulked when several 
prospective Italian investors 



Bernhard Auer: OPC “the best-kept secret in Europe’ 


pulled out of the financing at 
the last minute. As a result, 
Mr Gottesman was forced to 
increase the initial equity 
contribution to $65m while 
the loan facility was cut to 
$75m. 

“After three-and-a-half 
months we really needed to 


have the finances done," 
said Mr Barberis shortly 
before he resigned. The 
delays had resulted in a cash 
crunch at the group. “One 
positive side effect of the 
cashless time is that people 
are much more aware of the 
need to conserve cash and 


keep inventories to a mini- 
mum." says Mr Auer, who 
was brought in by the Oli- 
vetti group 18 months ago to 
spearhead the revival of the 
PC business, once a leader in 
Europe. 

U nder Mr Auer. 
OPC’s costs have 
been brought under 
control and the product port- 
folio has been pruned. This 
has involved jettisoning loss- 
making lines to focus on 
higher-margin products such 
as corporate PC servers - 
powerful PCs which manage 
groups of desktop PCs - and 
portable “notebook” PCS. 

Following a s tr a tegic mas- 
ter plan commissioned by Mr 
Gottesman and completed by 
Booz Allen & Hamilton, the 
management consultants, 
Olivetti’s expensive direct 
sales force has been replaced 
by a netw ork of 40 distribu- 
tors in most of the main 
European markets. Partly as 
a result the workforce has 
been cut from 3.000 to about 
1.500. 

At the same time, OPC 
management - strengthened 
this week with the appoint- 
ment of Mr Marc Lfltolf as 
finance director - has began 


to address other weaknesses. 
More than 100 mnltDingaal 
service operators have been 
added Co the service and sup- 
port ope r a tions, and OPCs*s 
geographic sales base has 
been broadened. The group's 
reliance on Olivetti Systems 
and Services (Olsy), which 
still accounts for 50 per cent 
of sales, has also been 
seduced. 

Although Italy still 
accounts for 30 per cent of 
sales volume, more than 60 
per cent of OPCTs sales last 
year were in other European 
countries. 

Nevertheless, OPC manag- 
ers acknowledge they face a 
difficult battle to buOd Euro- 
pean market share and 
repair credibility. 

OPC’s machines have 
begun winning independent 
product tests, but Mr Auer 
says the company's products 
“are the best-kept secret in 
Europe 1 *. 

Now, with the financing 
completed. OPC’s chief exec- 
utive is hoping that the Ital- 
ian rumour mill will shut 
down and that the rejuve- 
nated company will be able 
to focus on its core business. 

Paul Taylor 


Shamrock sells 10% holding in Koor 


By Avi Machlrs in Tel Aviv 
and Judy Dempsey 
h Jerusalem 

Mr Stanley Gold, president 
Of Shamr ock Holdings of the 
US. yesterday agreed to sell 
a 10 per cent stake in 
Koor, Israel’s largest 
industrial conglomerate, to 
the Claridge Group, 
controlled by the Charles 
Bronfman. family of 
Canada. 

Claridge. an investment 
fund with extensive interests 
in Israel, has an 
option to buy Shamrock’s 


remaining 10 per cent stake 
within 90 days. 

Claridge will pay 8187m. or 
S2/L25 per American Deposi- 
tory Receipt and 812125 per 
share. It will pay the same 
price for the remaining 10 
per cent 

The deal, which took ana- 
lysts by surprise, follows Mr 
Gold's criticism of Koor’s 
poor market performance. 
Earlier this month he pro- 
posed spinning off three of 
Koor’s subsidiaries, but 
could not muster the support 
needed from Bank Hapoalim. 
Israel’s largest bank, which 


holds 22.7 per cent of the 
company. 

Mr Jonathan Kolber, pres- 
ident of Claridge Israel, said 
yesterday’s deal meant he 
would withdraw from the 
Arison Group, which is bid- 
ding for a stake in Hapoalim. 
due to be privatised this 
year. 

Mr Gold’s decision to sell 
ends his two-year involve- 
ment with Koor in which he 
bought a 22 per cent stake 
for $256m and was appointed 
chairman. That purchase 
was heavily leveraged, with 
Bank Hapoalim lending 


Shamrock more than SlOOm. 
Mr Gold said yesterday he 
had made a net gain of 
8120m on the Koor sale. 

Mr Gold’s spin-off propos- 
als have driven K oar’s share 
price up on the Tel Aviv 
exchange. In early July, 
when he first mooted the 
idea, the shares hovered at 
Shk316.55. Yesterday they 
closed at Sbk428, a rise of 25 
per cent. Over the same 
period, the Mishtanim index 
rose 20 per cent 

“[Mr] Gold sold Koor at a 
tidy premium of about 10 per 
cent" said Mr Gad Haker. 


analyst at Ilanot-Batucha 
Investments. “He did a very 
good deaL" 

It is unclear what Claridge 
will do with its Koor hold- 
ing. Mr Kolber said Koor had 
“a lot of potentiaL It has 
been developing. It has some 
very good assets." 

Koor last year posted net 
income of 81802m on sales of 
83.5bn- Mr Beniamin Gaon, 
chief executive, recently said 
his aim was sales of S5bn by 
the end of the decade 
through acquisitions and 

mergers. 


DSM pays $495m for Veba Oel unit 


By Barbara Smit in 
Amsterdam and Graham 
Bowrtey in Frankfurt 

DSM, the Dutch chemicals 
group, yesterday agreed a 
Fllbn (8494m) deal to buy 
and expand Vestolen, a unit 
of the German oil refiner 
Veba Oel, which Is part of 
the Veba industrial group. 

It said the acquisition 
would strengthen its posi- 
tion as a leading polyolefins 
producer. DSM already 


ranks as Europe’s fifth- larg- 
est producer of polyolefins - 
the topselling plastics poly- 
ethylene and polypropylene, 
which are used in packaging, 
textile fibres and plastic car 
parts. 

Its latest investment 
should enlarge its European 
market share to about 12 per 
cent in the next 10 years. 

The purchase of Vestolen’s 
site in Gelsenkirchen and 
the construction of two more 
plants in Germany should 


increase DSN’S annual poly- 
olefins production to more 
than 2.5m tonnes by 2001, 
the Dutch group said. This 
compares with the 1.52m 
tonnes turned out by its 
plant in Geleen, in tbe 
Netherlands. 

Veba Oel said the sale of 
its non-core polyolefin busi- 
ness enabled it to step up 
production in its core activi- 
ties - the production of ethy- 
lene and propylene, which it 
mil supply to tbe new DSM 


plant under a long term deaL 
Ethylene and propylene 
products are used in the pro- 
duction of polyolefins. 

"For us this will be a big 
business. And the long-term 
contract will free us of short- 
run cycles," said Veba OeL 
Mr Quirijn Mulder, analyst 
at ING Barings, said: “This 
Is one of the best fits that 
DSM could have found to 
expand in polyolefins. But 
their weak point is-that they 
still have to buy raw materi- 


als, unlike competitors in 
the refinery business." 

Mr Simon de Bree, DSM 
chairman, said the company 
had opted for a “buy and 
build" approach because 
Geleen would not have 
enough capacity to cope 
with demand. Polyethylene 
demand in western Europe 
is expected to grow from 
9 Jim tonnes to 13m tonnes 
by 2010, while the polypro- 
pylene market should swell 
from 5.4m to 9m tonnes. 
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BCH follows 
competitors 
in stock split 


By Tom Bums in Madrid 

Banco Central Hispano, the 
once-troubled Spanish bank- 
ing group, has followed the 
lead of its domestic competi- 
tors by announcing a stock 
spilt. 

Its plans to halve tbe nom- 
inal value of its shares to 
attract small investors came 
as it underlined a sustained 
recovery with half-year 
results that were ahead of 
forecasts. 

BCH shares have strongly 
outperformed the market 
since the beginning of the 
year, climbing 107 per cent 
since June last year. 

BCH will ask shareholders 
at an extraordinary general 
meeting on September 18 to 
authorise a two-for-one stock 
split through a reduction in 
the nominal value of the 
shares from PtasOO to Pta250. 
Tbe split wlU be imple- 
mented only if the share 
price maintains its current 
trading value of PtaS.000. 

Banco Santander, Banco 
Bilbao Vizcaya and Banco 
Popular have ah responded 
to the sustained bull run on 
Madrid's Bolsa by reducing 
their nominal share price 
since the beginning of this 


year. The aim is to encour- 
age small domestic savers to 
buy their stock. 

BCH lifted net attributable 
profit by 22.6 per cent to 
Pta25bn (8165m) against the 
same period last year and 
says it is on track to raise 
the full-year result above the 
Pta43bn target it had set 
Itself. 

The improved earnings 
came from the group’s core 
banking business. Aggres- 
sive marketing offset mar- 
gins squeezed by falling 
interest rates and allowed 
BCH to increase net Interest 
income by 12.6 per cent to 
Ptal4&5bn. Operating profit 
was up 38.1 per cent at 
Pta69.3bn. 

The decision by BCH to 
split its shares suggests that 
its earnings potential is con- 
verging with that of rival 
and more profitable banks in 
the domestic sector. At the 
end of 1994. tumbling profits 
forced it to cut Its dividend 
by 40 per cent 

The strength of BCJTs bal- 
ance sheet was underlined 
by a 3.4 per cent ratio of 
non-perforzning loans to 
assets, below the sector’s 
avwage and 2 points down 
on 12 months ago. 


PolyGram 
dragged 
lower by 
film unit 


By Barbara Smit 
In Amsterdam 

Strong album sales by rock 
veterans 02 and teenage 
neophytes Hanson failed to 
lift first-half profits at 
PolyGram, the world’s larg- 
est music company, which is 
still grappling with losses in 
its film unit 

PolyGram yesterday 
reported a 5.1 per cent 
increase in first-half sales to 
FI 4.5bn (82.21m) bat net 
income slipped from FI 272m 
to FI 270m. 

While music sales grew 9 
per cent, the film division’s 
revenues fell 14 pa* cent and 
its losses reached FI 92m, 
against a loss of FI 37m in 
last year’s first half. 

Analysts had anticipated a 
strong performance in 
music, helped by sales of 5m 
copies of OS’s Pop as well as 
3m copies of Hanson’s debut 
album. 

However, Mr Alain L£vy, 
PolyGram chairman, said 
the group’s film perfor- 
mance had been “relatively 
weak" in the first half of 
this year. In the same period 
last year it had benefited 
from the success of Dead 
Man Walking and Fargo. 

PolyGram has invested an 
estimated 8820m in its 
filmed entertainment divi- 
sion, formed five-years ago, 
hot the group said the real 
test would come later this 
year, when the company 
starts distributing its own 
mainstream movies in the 
US instead of selling the 
rights to other groups. 

The Came, starring Mich- 
ael Douglas and Sean Penn, 
is scheduled to hit the 
screens through file US sub- 
sidiary. PolyGram Films, in 
September. 

The company said the film 
unit should break even by 
the aid of next year, and it 
should contribute up. to 25 
per cent of total revenues by 
the turn of the ce ntury . 1 

Mr Aijen Dtbbets, analyst 
at MeesPierson, said: “The 
film losses were slightly 
higher than expected but 
not really shocking. So far, 
PolyGram has created a nice 
film business and its good 
reputation among artists 
should help in the next 
phase." 

PolyGram, m anag ed from 
London, is a 75 per cent- 
owned subsidiary of Philips, 
the Dutch electronics group. 

PolyGram shares closed 
slightly higher in Amster- 
dam at FI 101.90, while 
upbeat expectations about 
the quarterly results to be 
published by Philips tomor- 
row pushed its shares up 
more sharply, from FI 148 to 
FI 152.79. 
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sale blocked 


BASF, the Gcman chemicals group, has been Woctod 

from selling a controlling stake in its Gemanpotasl^fate; 

mg interests to Potash Corporation of Saskatchewan, the 
world’s biggest Integrated fertilisers group. . . . ■. 

MTGflntar Rexrodt, German, economics mtoister, yester- 
day upheld an earlier ruling by the federal caris* offk*/ 
Berlin forbidding the planned sale of 81 far cent of 
und Salz to PCS. The office had ruled that foe sate would 
i«*oH ft? a -pongfd prflhiA limitation of competition on to? 

German market for potash fertilisers. 

BASF can challenge Mr Rexrodfs decision m me 
courts, although this would be unprecedented. The group 
said yesterday it would begin looking for a new buyer. Itt 

... . i m. u ^..v norf rtf an ambitious . 


wxmarawai mnn posasa — ~ — r- . 

r efocusing on its core chprnlcate and pharmaceuticals 

operations. PCS said yesterday it regretted Mr Rexrodt* 

action. ■ 

The minister said the sale would have left Kan und - 
Salz, which already controls 60 per cent of the German = 
market for potash, with “no effective competition". Mr 
Gerhard Wolf, BASF board me m b er responsible for Kali 
und said the decision was ahaavy blow to the Ger- 
man potash industry. Peter Norman, Bonn 

■ SOFTWARE 


Dassault System&s ahead 54% 

Dassault Systfanes, the French provider of design and 
Tmmnftn^nf in g software, yesterday announced net profits 
(rf FFr775m <812An) far the second quarter, a 54 per cent 
rise from tbe same period a year earlier. Sales were up 30 
per cent at FFr379 .lm. Financial revenues were down to 
FFr14. fim, from FFr33. Sro. mainly due to smaller net gains 
from currency fluctuations. 

The company, which is 38 per cent owned by Dassault 
Aviation, the aircraft manufacturer, attributed the rise to 
“all-round excellent performance". Mr Charles Edd- 
stw in o, chairman and chief executive, said releases of new 
products had received a “favourable response from cus- 
tomers". 

For the six months to tbe end of June, total sales were 
FFr802. lm and net profits FFrl93£m, up from FFr621 An 
and FFri38J8m. respectively, in the first half of 1996. 

The company warned it was likely to suffer from the - 
French government’s recent decision to increase corpo- 
rate taxes. Samer Iskandar. Paris 

■ STEEL 


Two shortlisted for CSI 

The Spanish government has narrowed the contenders to 

control CSI Corporadfo Slderftrgica, the chief domestic 
steel producer, down toUsinor of France and Arbed of 
Luxembourg. However, it wants both companies to fine- 
tune their bids before tt makes a dedston on the sale. The 
State Industrial Agency {AEB) said it had excluded rival 
offers from Italy’s Rtva-Bva group and US SteeL but that 
the two remaining bidders had failed to satisfy all the 
conditions it had laid dawn for the purchase of 85 per cent 
of CSL ft gave Usinor and Axbad until July 28 to improve 
their proposals. . 

CSL which had net earnings of Ptal5.6hn (8103m) last 
year on sales of PtaSOSbn, is the faw big steelmaker in the 
European Union that Is still in state ownership. Once AIE 
decides on CSTs main partner, it will place 10-15 per cent 
of the company’s shares with domestic industrial inter- 
ests and float tbe remainder on the stock market 

Tom Bums, Madrid 

■ BANKING 


Portugal’s BES beats forecasts 

Banco Espirito Santo. Portugal's fourth-largest hank, 
lifted first-half net consolidated profit 42A per cent, from 
EslO.Bbn in the same period last year to Esl5J2bn C833£m) 
- mare than Eslbh above analysts’ forecasts. 

Mr Ricardo Espirito Santo Salgado. BES president said 
yesterday tire group's strategy of organic growth had 
enabled it to double total assets over the past three years 
and increase market share. Net assets rose to Es3£46bn in 
the first half, up 253 per cent on the same period in 1996. 

Analysts consider BES to be the only Portuguese hank 
with the capital and managerial resources to make an 
important acquisition. It strengthened its capital ade- 
quacy last month by issuing Es74bn in subordinated debt. 

Peter Wise. Lisbon 

GEN COR 


Four vie for chief executive post 

Four people will battle to become chief executive of Gen- 
cor, the South Africa based gold and platinum producer 
dem e r ged from tbe Billiton base metals business, which is 
about to float on fire London Stock Exchange. 

The contenders indude Mr Tom Dale, who heads Gen- 
cur's South African gold business; Mr Mick McMahon, 
chairman of Impala Platinum; and Mr Gary Maude, who 
is responsible for the international gold operations. The 
fourth ca nd i d a te wfD be Gencor’s new finan c e director, 
who has yet to he appointed. 

Announcing his candidacy yesterday, Mr Dale said the 
board would consider splitting off the hnpala piatim.™ 
business, in which Gencor has a 46 per cent holding, if it 
became clear shareholders would benefit from Gencor 
being a “pure” gold, rather than a precious metals group. 
It was also liltely that the structure of the South African' 
gold business would be changed 

Kenneth Gooding, Mining Correspondent 

BULGARIA 


Bank privatisation completed 

Bulgaria yesterday completed the first privatisation 
state-owned bank by transferring 65 per cent of Unit) 
Bulgarian Bank to Oppenheimer. the US securities h 
and tbeEurqpean Bank for Reconstruction and Devt 
mmt The conclusion of the much-delayed deal was ; 
dmon set by the International Monetary Fund for Bt 
garla to receive the next $140m tranche of a 8650m 
stand-by loan approved earlier thic year 
(tonhetaer acquired 30 per cent of United Bulga 
ra betolf of its emerging markets funds, while UieE 

35 *** 00111 ^ to i 
Brt&rbn bank which 
fZOX? Pti^tised n^t year. The three will parties 
later this year in a 830m rights issue to raise Ilnitpri'' 
equity to $42m, in 

restructured, banking officials said. 

Theodor Troeo, Sofia and Kerin Hope, Al 

CZECH REPUBLIC 

EBRD takes Korado stake 


vears. 

tore a year, up from 20,000 atSStiS,???® ** 
in 1991. The surge is 
far radiators becau^ « 
communist central Europe. 
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Salomon Brothers 


Innovation and Performance in Equities 


THs annotwemert appear* as a" matter et record flrty. 


TNs announcement appear* as a matter o* record Art* 


This aimounoameni appears as a matktf «) mead are, 

- . . June1997 


July 1997 


June 1997 

^ US. $1,138,000,000 


DM 1,260,000,000 


ATS 3,000,000,000 

(Qre) : : . 
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BanLVVustria 

HellenicTelecommunications 
Organization S. A. 


ProSieben Media AG 


Bank Austria Aktiengesellschaft 

Ordinary Shares and 
Global Depositary Receipts 


Non-voting Preference Shares 


Primary Preferred Shares 

Joint Global Coordinator andBookrunner. 


Joint Lead Manager and Sole U.S. Bookrunner: 


Lead Manager and Sole Bookrunner: 

Salomon Brothers 


Salomon Brothers 


Salomon Brothers 




Tte anoounovnort appBora bb a matter ot record only. 


Tins anraunoameni appears as b none' ol recant only. 


This annomement appears as a matter of record only. 

May 1997 


July 1997 


March 1997 

U.S. $301,000,000 


U.S. $988,489,856 


/£% U.S. $527,000,000 

MOL Magyar Ola/-6s Gazipari Rt. 


YPF Sociedad Anonima 


Videsh Sanchar Nigam Limited 

(“VSNL”) 

Global Depositary Shares 


33,794,525 American Depositary Shares 

Representing 
33,794,525 Class D Shares 


Global Depositary Shares 

Joint Global Coordinator and Bookrunner 


Sole Global Coordinator and Bookrunner. 


Joint Global Coordinator and Bookrunner 

Salomon Brothers 


Salomon Brothers 


Salomon Brothers 




Una anrouncanwnt appears ■* a matter d record orif. 


TWs atmounramert appears as ■ matter ot record only. 


TT*5 announcamBfn appear* as a manor of record orty. TTwso 
wcurtttes ham twon dstributod Iwt are not yet seated. 

June1997 


May 1997 


July 1997 

¥110,000,000,000 


U.S. $100,000,000 


U.S. $150,000,000 



Hambuigische 

Landesbank 


NORD/LB 

Sumitomo Trust & Banking Co., Ltd. 


Hamburgische Landesbank 


Norddeutsche Landesbank 

■' Yz% Mandatory Exchangeable 
Notes due 2007 


3.25% Exchangeable Notes 
into Veba Shares 


3% Exchangeable Notes into 
Deutsche Telekom Shares 





Deutsche HP 

TfeJekom *1* B " 

Lead Manager arid Sole Bookrunner: 


Lead Manager and Sola Bookrunner: 


Lead Manager and Sole Bookrunner 

Salomon Brothers 


Salomon Brothers 


Salomon Brothers 




Salomon Brothers 
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COMPANIES AND FINANCE: THE AMERICAS 


CIBC to buy Oppenheimer for $525m 


By Tracy Corrigan in New York 

CIBC wood Gundy, the investment 
{tanking arm of Canada’s second 
largest bank, has agreed to buy 
Oppenheimer. the second largest 
privately-held securities firm in the 
US. for a total of US$525m. 

The deal is the latest in a spate 
of acquisitions of US securities 
firms by commercial banks, follow- 
ing the loosening of rules govern- 
ing such ownership. 

“The rationale for the combina- 
tion is that we have firms of com- 
plementary capabilities." said Mr 
Michael Rulle, chairman and chief 
executive officer of CIBC Wood 


Gundy. CIBC was strong in credit 
products, while Oppenheimer spe- 
cialised hi equity trading and sales. 
Mr Rulle added that the new firm 
would have a strong platform to 
develop its mergers and acquisi- 
tions business. 

Mr Rulle will become chairman 
and chief executive officer of the 
newly formed CIBC Oppenheimer, 
and will continue as head of the 
ba nkin g business in the US region. 

Mr Stephen Robert, chairman 
and co-chief executive of Oppen- 
heimer, and Mr Nathan Gantcher. 
president and co-chief executive of 
Oppenheimer, will become vice- 
chairmen of the new company. 


The acquisition, price consists of 
$350m cash at closing, expected by 
the end of the year, and $175m in a 
retention pool to be paid over three 
years to about 40 executives. 

Oppenheimer has a book value of 
5337m, according to CIBC. which 
makes the total price paid - less 
than two times book - look modest 
compared with a number of other 
recent deals. 

Swiss Bank Corporation paid 
three times book for Dillon Read, 
and Bank of America paid five 
times book for Robertson Stephens, 
the San-Fran cisco-based invest- 
ment bank. 

Commenting on the potential 


dash between a commercial and an 
investment banking culture, Mr 
John Hunkin, president of CIBC 
Wood Gundy, said that CIBC 
already had a “strong investment 
banking, solutions-oriented cul- 
ture” which should fit well with 
Oppenheimer. 

CIBC acquired Wood Gundy, the 
Canadian securities firm, 10 years 
ago, and has built up its capital 
markets business, concentrating on 
bonds rather than stocks, in 
Europe and Asia, as well as the US. 
In the past few years it has hired a 
number of teams from US invest- 
ment banks. 

For example, it lured a team of 


derivatives specialists from Leh- 
man Brothers. 

Mr Rulle said that the bank's 
main strategy was to gain a strong 
position is the North American 
securities market. 

Oppenheimer Holdings, which 
owns 100 per cent of Oppenheimer 
& Co. will be acquired by Canadian 
Imperial Rank of Commerce’s US 
broke:/ dealer, CIBC Wood Gundy 
Securities. Oppenheimer had net 
revenues of almost $78Qm in file 
year ended April 30. 

Once the transaction has been 
completed, CIBC Wood Gundy will 
have 8.000 employees globally and 
annual revenues of 3&5bn- 


PepsiCo 
recovery 
ahead of 
forecast 

By John Authers 
in New York 

PepsiCo's shares enjoyed a 
6.7 per cent rally on Wall 
Street yesterday morning, as 
the US soft drinks and 
snacks group announced a 
recovery in profits during 
the second quarter which 
continued to run ahead of 
analysts' expectations. 

The results were achieved 
in spite of “highly competi- 
tive” conditions in the com- 
pany's core soft drinks mar- 
ket, PepsiCo said. 

In North America, the 
first quarter was poor for 
the industry as a whole, due 
to unusually cold weather. 

They also reflect PepsiCo’s 
new policy of asset disposals 
to areas where it is not com- 
petitive, and the prepara- 
tions for sp inning 0 ff its res- 
taurant division, which 
includes KFC, Pizza Hut and 
Taco Bell, this year. 

Earnings per share rose to 
40 cents (42 cents after 
unusual items), up from 36 
cents in the second quarter 
of last year and comfortably 
ahead of analysts* consensus 
prediction of 37 cents a 
share. 

This was equivalent to a 
rise of 21 per cent in operat- 
ing profit, compared with 
the equivalent quarter 
of 1996. 

Several unusual events 
made comparisons with pre- 
vious periods difficult. 
PepsiCo is making a gain of 
$500m on the S830m sale of 
PFS, its restaurant distribu- 
tion company. 

The company opted to off- 
set several charges against 
this. These included a 8247m 
charge for disposal of assets 
across its beverages, snack 
foods and restaurants divi- 
sions; 836m spent on 
strengthening the structure 
of its international bottlers; 
and $82m on productivity 
initiatives to its snacks divi- 
sion. 

Excluding these items, 
operating profits showed a 
much smaller improvement 
of 7.4 per cent, from 8986m 
last year to 51-059 bn. 

The company further ben- 
efited from refranchising 
gains of 5137m, far better 
than last year’s S42m. 

The restaurant division 
also took a charge of 825m 
to cover the cost of closing 
stores, and a impairment 
charges of S39m - both con- 
siderably higher than in the 
second quarter of the previ- 
ous year. 


Creative division lifts 


Disney 

By Christopher Parkes 
in Los Angeles 

Walt Disney shares rose 2 
per cent to early trading yes- 
terday after the bellwether 
of the US entertainment 
industry reported third-quar- 
ter net income up 18 per cent 
and forecast-beating earn- 
ings per share of 69 cents. 

The group credited its cre- 
ative content divisions and 
theme parks as the main 
drivers of the progress, 
which came in spite of slug- 
gish overall revenue growth 
of only 2 per cent to 852bn. 

Net Income was 5473m 
compared with 5401m, while 
the earning s per share result 
was a 19 per cent advance 
over last time, and 2 cents 
ahead of analysts' predic- 
tions. 

“I am particularly pleased 
with the performance of oar 
creative content segment. 


income 

which 1s benefiting from 
improved live action films 
and the successful release of 
Hercules, " said Mr Michael 
Eisner, group chairman. 

Disney has been over-shad- 
owed in most US cinemas 
this season by hit films from 
the resurgent Sony, and this 
year’s animated feature star- 
ring Hercules is lagging 
behind recent Disney hits to 
this genre. 

But the group is putting 
up a stronger showing in 
overseas markets. 

Profits from creative con- 
tent, which includes films , 
TV programming and retail- 
ing, rose 17 per cent to die 
quarter to spite of a 4 per 
cent dip to revenues. 

Prospects for the year 
were given a boost last 
weekend by the surprisingly 
strong US opening of George 
Of the Jungle, a live-action 
film which sold SI6-5m-worth 


18 % 

of tickets to its first three 
days. 

Theme parks and resorts, 
still benefiting fr om the 25th 
anniversary promotions at 
Florida's Walt Disney World, 
and new night-time attrac- 
tions at the Anaheim, Calif- 
ornia, Disneyland, returned 
U per cent higher profits in 
the quarter. 

The sports business has 
emerged as one of the most 
profitable assets won in last 
year’s acquisition of Capital 
Cities/ABC. 

Although the ABC net- 
work is still trailing in the 
ratings and appears ham- 
pered by Mr Eisner's man- 
agement shuffles, overall 
broadcast revenues rose 5 
per cent to the quarter to 
$1.6bn, and operating income 
improved 7 per cent to 
5337m. Net income for the 
first nine months rose 58 par 
cent to $l.56bn. 



Better margins lift US drugs groups 
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By Tracy Corrigan 
in New York 

A spate of second-quarter 
earnings from US pharma- 
ceutical companies yester- 
day showed that most are 
still increasing their earn- 
ings faster than they are 
increasing their sales, due to 
improving margins. 

The better margins are 
largely due to the introduc- 
tion of highly profitable new 
products, according to ana- 
lysts , as well as cost-cutting. 
"Despite rising prosperity, 
they are continuing to 
reduce expenses,” said Mr 
Hemant Shah, an analyst at 
HKS, a pharmaceuticals 
research company. 

However, most companies 
are still managing to 
increase spending on 
research and development, 


US pharmaceuticals 


' % Incnam an 2Q HB8 

marketing and sales. For 
example, many companies 
are in creasing their budgets 
for direct-to-consumer adver- 
tising of consumer products. 

After cutting back their 
US sales forces a few years 
ago, many pharmaceuticals 
companies have been 
recruiting aggressively. The 
advent of managed-care com- 
panies, which administer 
healthcare for many Ameri- 
can patients, was expected 
to reduce the need for large 
sales forces, but such expec- 


Soaxx con w i — 

tations have proved to be 
misplaced. 

Among the companies 
helped by recent product 
launches, Warner-Lambert 
managed to beat analysts’ 
estimates by 4 cents yester- 
day due largely to the strong 
performance of two new 
drugs, cholesterol-lowering 
Lipitor and Rezulto for dia- 
betes, which have gained a 
foothold to the market more 
rapidly than expected. 

Lipitor, launched to Febru- 
ary, bas gained market share 


more rapidly than expected. 
It now holds the second larg- 
est market share, at 24 per 
cent, to the competitive, bat 
growing, market for choles- 
terol-lowering drugs. Lipitor 
achieved worldwide sales of 
$15lm to the quarter. 

“Lipitor and Rezulto [an 
anti-diabetes drug] are on 
track to become two of the 
most successful new product 
introductions in the history 
of the pharmaceutical indus- 
try,” said Mr Melvin Goodes, 
Warner-Lambert chairman 
and chief executive officer. 
“We look forward to a rapid 
acceleration in earnings 
growth to the third quarter. 
Warner-Lambert’s share 
price was unchanged at 
5139*4 to early trading. 

Bristol-Myers Squibb 
shares slipped S2£ to $81% 
yesterday because of a 


weaker than expected 
growth to its cholesterol-low- 
ering drug, Pravaehol, its 
largest selling product, ana- 
lysts said. Sales grew 21 per 
cent to 5307m to the quarter. 

Schering-Plough also 
benefited from the strength 
of Claritto, its recently intro- 
duced antihis t amine , but 
analysts said that because of 
the diversification of its port- 
folio it was less reliant on 
one or two strong perfor- 
mances Than other compa- 
nies in the sector. 

However, analysts were 
less happy about the tale 
told by American Home 
Products. “Their major story 
has been cost catting," said 
Mr Shah, who said the com- 
pany still had to show that it 
could produce strong earn- 
ings growth, once the cost 
cuts have gone through. 


Double 

By Richard Waters 
In New York 

Shares in Philip Morris and 
RJR Nabisco, the US tobacco 
and food groups, jumped yes- 
terday on renewed hopes of 
White House support for a 
national settlement of 
tobacco litigation and 
double-digit earnings gains 
from both companies. 

Philip Morris shares rose 
$2&, or 5-5 per cent, to $42%, 
while RJR’s stock was up 


The domestic US tobacco 
market has continued to 
underpin the finances of 
both companies, as evi- 
denced by second-quarter 
results released yesterday. 

Philip Morris reported 
operating earnings from its 
domestic tobacco business of 
$l-2bn. up nearly 12 per cent 
from a year before and 
equivalent to an operating 
profit margin of 34 per cent 
That was more than dou- 


ble the 16 per cent profit 
margin on international 
tobacco operations, where 
earnings rose 15 per cent to 
SLlbn. The strong domestic 
performance reflected fur- 
ther volume growth and a 
shift to premium brands. 

Philip Morris put its US 
market share of cigarette 
sales at 49JS per cent, up 2.5 
percentage points from a 
year before and a record for 
the company. Marlboro 
accounted for nearly 35 per 


cent of the market, 3 points 
hi gher than a year before. 

RJR produced operating 
earnings of $395m from US 
tobacco, up only 1 per cent 
in spite of a 4 per cent 
increase in revenues. The 
operating profit margin of 32 
per cent compared with a 
margin of 20 per cent on 
international tobacco sales, 
where earnings rose 3 per 
cent to $179m. 

Overall, Philip Mams' net 
income rose 13 per cent In 


the second quarter, to 
$L8hn, on sales up 5^ per 
emit (excluding the impact of 
a disposal) at 818.4m. With 
the number of shares in 
issue falling, earnings per 
share rose at a Easter 15 per 
emit, to 76 cents. 

RJR reported net income 
of 8235m, or 71 cents a share, 
on sales of $4^bn, compared 
with a loss of 934m. or 10 
cents a share, on sales of 
$4J2bn a year before, due to a 
restructuring charge. 


boost for US tobacco groups 
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Ticket tax holds 
back US airlines 


By John Authers 
to New York 

US airlines reported healthy 
results for the second quar- 
ter yesterday, although prof- 
its were dented by the rein- 
statement of a 10 per cent 
ticket tax on US internal 
flights. 

UAL, holding company for 
United Air Lines and the 
world's largest air carrier, 
saw earnings rise 11.6 per 
cent over the year, to 
5376m, on a fully distributed 
basis. 

This translated Into earn- 
ings of 52.82 a share, a 
record quarterly figure, well 
ahead of analysts' estimates 
of 52.70. 

The company attributed 
its pmformance to effective 
cost control, with unit costs 
rising only 0.3 per cent, 
helped by lower fuel prices. 
Revenues per passenger in 
the period were -also at a 
record high. 

US passenger revenue fell 
1 per cent from last year, 
mainly as a result of the 
ticket tax. but Latin Ameri- 
can revenue grew 16 per 
cent There was a 6 per cent 
increase In revenues from 
Atlantic fli ghta. 


The company also 
announced a new marketing 
agreement with SkyWest 
Airlines to offer flights from 
Los Angeles International 
Airport under the n«mn of 
United Express. 

Northwest Airlines, a rival 
operator, reported net 
income of SX36.2m, down 
from $2CEL8m in tin* equiva- 
lent quarter of 1996. Earn- 
ings per share were $1.15, 
compared with $1.72, but 
still ahead of analysts’ 
expectations of $U38. 

Mr John Dasburg, chief 
executive, said the decline 
was almost entirely due to 
the ticket tax, which he esti- 
mated had knocked S80m off 
profits. 

He added that the compa- 
ny’s Pacific business had 
been weak, due to the 
weaker Japanese yen. This 
was partially offset by 
healthy revenues from cargo 

fli ghts 

Unit casts were flat , up 0J2 
per emit from 1997, due to 
increases in mainten anc e 
wages and benefits. 

In early trading, UAL 
shares gained strongly, up 
$1* at $77 a, while North- 
west fell slightly, off at 
535#- 


AMERICAS NEWS DIGEST 


WaH St cool 
as IBM rises 

International Business Machines shares i M < *3** 
cent, to SHXHk at mid-session yesterday 

than expected second-quarter 

or $1.46 a share, compared with $1 Jbp, or SL26. 
same period last year- Wan Street analysts tad Una* 
about $L42- Revenues for the quarter were $i Wjm. mi 
increase of 4 per cent from Sia2bn a year ago. Measured 
in constant currency, revenue growth for ^ garter “ 
8 per cent However. IBM lowered its overall tax rate from 
38.1 per cent a year ago to 33.7 per cenLTtedi^* 
achieved partly by shifting manufacturing operations to 
countries with lower taxes, added approximately 'Weems 
a chare to net income. Louix Kehoc. San Francisco 

■ OIL RESULTS 


Texaco falls 18 % 

Lower refining mar gins in its west coast plants and 
weaker ofl prices cut unadjusted profits at Texaco by 18 
per cent to S57lm in the second quarter, bat the energy 
group still managed to top analysts’ forecasts by a wide 
margin Net income, before one-time gains in both peri- 
ods. was 5440m compared with $465, and translated Into 
81-64 a share, against $1.73 last time. Forecasts were 51.53. 

Revenues, at $ll.5bn compared with 8ll-3bn, reflected 
lower ofi natural prices and the effect of over-sup- 

ply on wmrg inK at the petrol pump. US refining, market- 
ing *nd distribution divisions — soon to he pooled to a 
cost-saving joint venture with Shell Oil and Star, the 
Saudi Aramco brand - recorded a 40 per cent drop in 
operating profits before special items. 

• Amoco said its higher second-quarter net incom e of 
ffaam, against 5600m for the year earlier, reflected stron- 
ger refining marg ins and increased volumes to petroleum 
products awd most chemical lines. Lower worldwide exude 
oil prices and lower North American crude oil and natural 
gas production partially offset those gains and pulled rev- 
enues down to $8.6hn. compared with 8&8bn to the 1996 
second quarter. Christopher Parkes. Los Angeks 

■ CHL TAKEOVERS 


UPR urges Pennzoil to sell 

Oil producer Union Pacific Resources yesterday c l ai me d 
“overwhelming" stockholder support for its 5&4bn bid for 
PennzoU. The company said shareholders representing 
81.5 per cent of outstanding Pennzoil stock had tendered 
to accept its 584-a-share cash offer in the two-part bid. 
UPR, which has launched lawsuits in an attempt to 
breach its target's anti-takeover defences, said: “We urge 
Pennzoil "s board to listen to its shareholders and do the 
right thing by directing management to negotiate a com- 
bination with UPR." Christopher Parkes 

■ TELECOMMUNICATIONS 


Nortel beats expectations 

Northern Telecom, the Toronto-based telecommunications 
equipment supplier, re p o rt e d higher than expected sec- 
ond-quarter earnings, in spite od US$95m in pre-tax write- 
downs and restructuring charges. Nortel was buoyed by 
strong orders from US phone companies, which more than 
offset faltering public switch sales to China. Mr John 
Roth, chief operating officer and chief executive-desig- 
nate, said “the whole China market is pulling back a little 
bit” as public spending priorities shift from telecoms to 
energy and agriculture. Net earnings climbed from 5106m, 
or 42 celts a year earlier, to 8165m, or 63 cents, to the 
three months to June 30. Revenues surged 26 per cent to 
53.79bn. Order inflows grew from $3.08bn to S3.69bn_ The 
latest results include a $102m pre-tax gain from two dis- 
posals. Bernard Simon, Toronto 

M COMPUTER MANUFACTURING 


Tandem jumps 85% 


Tandem Computers, the computer manufacturer that last 
month agreed to be acquired by Compaq Computer, saw- 
third quarter earnings jump 85 per cent Net income for 
the quarter ended June 30 was $43m. or 36 cents a share, 
compared with 523m, or 20 cents, in the same period last 
year. Revenues from continuing operations rose 8 per cent 
to 8503m, compared with 84G&&. Louise Kehoc 

M GOLD 


Bariick Gold bucks price slide 

Barrick Gold’s second-quarter earnings fell 10 per cent, 
due partly to lower output and higher costs at the El 
Indio mine in Chile. Tbe Toronto-based company, one of 
the largest gold producers outside South Africa, was »ra l 
fected by the recent slide In the bullion price. The averag 
price realised in tbe quarter climbed from US$417 to 
US$420 an ounce. Barrick has hedged &5m ounces, equal 
to about three years production. Cash operating costs 
were little changed at $186 an ounce. Net earnings 
dropped from 889m, or 19 cents, a year earlier to 862m, or 
16 cents, to the three months to June 30. Mr John Carrtoj 
ton, president, forecast higher earnings and flow for 
tbe year as a whole. Bernard Simon 

HEAVY MACHINERY 


Caterpillar buoyed by US sales 

Caterpillar, the heavy machinery group, said net profit 
m tiie second quarter rose from 8374m to the per 

last year to 8435m, pushing earnings per share from 97 

cents to n-15 on Mies up from S4-2bn to $4.9bn. Zt said 
sales inside the US were $2.42bn in the current quarter 
on last year, due mainly to higher 
todustiy demand for machines and engines. Sahsfouta 
the US rose 14 per cent to *2L26bn. with improved phys 

to “ crease - ^ 
t0 net **1“ and profits “moderate! 
higher” in the second hair of this year compared with 1 

y ’ Agencies. Set* Y« 

MACMILLAN BLOEDEL 

Weak prices hit forestry group 

MacMillan Bloedel. Canada s hugest forest products i» 
C* 8 " ‘ «SKn loss 

said the ,oss * Thtf com * s 

- . , * sales of C$1. 5b n. refiinTed weaker orii- 

SS5STJ5S; resu,ts <**«**« 

expected W6re market analysts had 

&Ott Morrison. Vancai 

AIRCRAFT ORDERS 

Northwest signs $ 620 m jet deal 

joint fora 
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COMPANIES AND FINANCE: UK 


UK bus and rail group expands overseas transport interests and sees threefold rise to $201m 

advance 



By Charles Batchelor, 
Transport Correspondent 

Stagecoach Holdings, the 
acquisitive bus and rail 
gro up , yesterday announced 
near tripling of pre-tax prof- 
its to £120 .5m ($20L2m) in a 
year which marked its trans- 
formation from a UK bus 
operator to a broadly based 
transport group with 
increasing overseas inter- 
ests. 

The jump in pre-tax profits 
from £43-6m reflected acqui- 
sitions made during the year 
and also included a gi-iAn 
gain on the disposal of 


Strathclyde buses, * move 
forced m Stagecoach by the 
competition authorities and 
£ L9m fr om sales of property. 

SWT increased its contri- 
bution to Stagecoach's oper- 
ating profits from £400,000 to 
£7.7m in the year on turn- 
over which rose hum £4&8m 
to £224.3m. Stagecoach hopes 
to extend its present seven 
year franchise. It intends to 
buy new trains and believes 
that a oaTt by the health awH 
safety executive for the early 
replacement of older car- 
riages . equipped with 
so-called “slam-doors" will 
help its case. 


. The UK bus.- market; stDl 
its core business in terms of 
turnover, achieved its fourth 
year of organic growth 
although at 1.7 per cent in 
the year this was lower than 
in recent years. 

Stagecoach has also begun 
to benefit from’ its overseas 
in Sweden, where 
Stagecoach acquired Swe- 
bus, the largest bus iterator 
in the Natdic region, passen- 
ger numbers have risen 
sharply following; the launch 
of jnew express coach ser- 
vices. Operating profits In 
the overseas bus division 
rose from £8m to £13. 9m 


helped by a £7.9m seven- 
months contribution from 
Swebus. Overseas bus turn- 
over rose from £48. 8m to 

gin 

In Kenya and Malawi, 
where Stagecoach owns bus 
services, rt is facing tough 
competition from unregu- 
lated Operators and the com- 
bined operating margin foil 
from 13.2 to 8.8 per cent. 
After the year-end Stage- 
coach paid £3. 7m for part of 
Transit Australia, compris- 
ing a contract to operate 120 
buses. 

Overall, the group's fig- 
ures showed operating prof- 


its ahead to £24&n C£65£m) 
on turnover of £i.l5bn 
(£50lm). Excluding acquisi- 
tions turnover rose 57 per 
cent. 

Capital spending’ increased 
by £72tn to £1 10.8m, with 
Stagecoach continuing to 
spend heavily on new buses 
as well as on the 30 new 
trains for Sooth West Trains 
which Stagecoach is already 
committed to buy. 

Cash flow improved from 
£8&3m to £232.7m. Depreda- 
tion increased from £27. im 
to £87. 2m reflecting the 
Impact of Porter brook and 
Swebus. 


The proposed final divi- 
dend is 6p (4-6p) making a 
total of 9p (6.7JD for the year, 
a 34 per cent increase and 
covered four times by prof- 
its. This is payable from 
earnings of 39.7p (19.7p). 

Hie shares fell I3p to 724p. 
Separately. Mr Sandy Ander- 
son intends to step down as 
chief executive of Porter- 
brook. a subsidiary which 
leases rolling stock. But Mr 
Anderson, who staged the 
original management 
buy-out of the company, wfll 
handle forthcoming rail 
orders and will remain chair- 
man. 


BT still hanging on the line 


Further 
pressure on 
its shares is 
likely, says 
Clay Harris 

British Telecommunications' 
share price has sUd sharply 
since MCI Communications, 
Its US partner in a proposed 
marriage, announced that 
breaking into the US local 
telephone market would cost 
it an extra $l-8bn in the next 
two years. 

BT shares have fallen 
nearly 16 per cent from the 
closing high of 501 '/ 2 p 
reached on July 4, even after 
recovering 7V«p to 423p yes- 
terday on an interconnection 
charges proposal from Oftel, 
which was deemed positive 
for the company. 

But leaving aside the 
uncertainty over the Concert 
merger, which BT and MCI 
executives are trying to sal- 
vage in talks in the US, tele- 
coms analysts expect BTs 
share price to face farther 
pressure in earning weeks. 

Embedded within BT’s 
price is nearly 47p in divi- 
dends due to be paid on Sep- 
tember 22. One part is the 
1996-97 final of 1185p; the 
other is a 35p special distri- 
bution for BT holders, 
intended to sweeten the Md 
deal. 

• Demand ^from- income-Ori- ' 







ented investors has helped 
buoy the BT price in the 
choppy waves stirred up by 
MCL Once the shares go ex- 
dividend an August 11. they 
may be vulnerable to hew 
pressure, especially if the 
MCI issue has not been 
resolved. 

One City analyst said yes- 
terday the shares could 
trade as low as 350p after 
that date. Others saw 380p as 
more likely. 

Investors rhngtng after the 
big chunk of income have 
helped to offset selling by 
arbitrageurs; who have been 
trying to take advantage of 
the gap between the flnetu- 
ating value of BTs shares- 
and-cash offer and MCFs 
share price. 

--The premium -of the- offer 


over the MCI share price had 
shrunk to 6 per cent by early 
this month, reflecting the 
growing belief that the deal 
would go nfopfld . since most 
regulatory hurdles bail been 
cleared. In the past fort- 
night, after MCTs warning, 
the premium has trebled, 
even taking into account the 
slide in BT’s price. 

The conflicting technical 
pressures an the price are 
nothing new. “BT hasn't 
traded on fundamentals in 
nine mouths - it’s traded an 
technicals.’* said one analyst. 

Political attention and 
market commentary may 
have focused on the govern- 
ment’s windfall tax. BT 
escaped relatively lightly 
with a £500m biff - about, 
half the “worst Case" predic- 


tions. Coincidentally that 
£500m difference is similar to 
the 3800m extra that MCI 
said it would have to spend 
this year. 

BT’s share price received a 
bigger boost from institu- 
tions assiduously adding to 
their holdings in anticipa- 
tion of greater portfolio 
weightings that would be 
required post-MCL 

The star-spangled excite- 
ment of the MCI deal, 
although now looking dis- 
tinctively tarnished, also 
may have enchanted BT fol- 
lowers into accepting a more 
rosy view of growth pros- 
pects than justified. What- 
ever the outcome of the BT- 
MCI talks, it is likely that 
attention will now focus 
mare on ftmifampntaiR- 


Putting a value on the deal 


How much is BT paying for 
MCI? Commonly quoted as a 
$20bn deal, it is worth con- 
siderably more than that, 
writes Clay Harris. 

The shares-and-cash offer 
yesterday valued all of MCI 
at $29-2bn, or $23. 7m for the 
81.3 per cent of the out- 
standing 729m “A" and com- 


mon shares which BT does 
not already own. 

This does not take into 
account an estimated 80m 
options, (which would make 
up nearly 10 per cent of 
fully diluted share capital). 
On one estimate of an aver- 
age exercise price of $22, 
the total would add 


another $1.44bn to MCTs 
value. 

The valuation is a move- 
aide feast since it depends 
on two variables: BT’s share 
price, still up considerably 
since the deal was 
announced in November, 
and the sterling exchange 
rate, which has also 


enhanced the value 
in dollars. 

BT is offering 5.4 of its 
shares phis $6 for each MCI 
share. But MCI shareholders 
will not qualify for a 35p 
special dividend or the 
11.95p final dividend. The 
ex-dfridend date for both is 
August 1L 


Billiton to get 
FTSE 100 place 


By Kenneth Gooding 

Shares in Billiton were 
priced at 220p each yester- 
day, giving the mining an d 
metals group a market value 
of £4.6bn ($7.7bn) and ensur- 
ing it a place in the FTSE 
100 Index. 

The shares were actively 
traded on the London Stock 
Exchange after dealings 
began on a conditional basis, 
or before the formal alloca- 
tion of shares. They opened 
at an 8%p premium but 
retreated to 22ip after 28m 
shares had been traded. 

Billiton, which has been 
demerged from Gencor of 
South Africa, was at yester- 
day's price the 56th biggest 
London-listed compan y, and 
is likely to join the FTSE 
100 on September 22. 

The placing price was well 
within the 210p-240p range 


RESULTS 


Gencor outlined in the pro- 
spectus at the beginning of 
this month. Billiton has 
raised - ysBfon from the plac- 
ing and this would rise to 
£94 9m if the 15 per cent 
“greenshoe," or oversub- 
scription allowance, is exer- 
cised in frill. 

Some analysts suggested 
the shares were overpriced 
but would in the short term 
be supported by strong 
demand fro m fu nds obliged 
to invest in FTSE 100 stocks. 

“I think the shares are at 
least 10 per cent overval- 
ued," said Mr Emil Morfett, 
analyst at Banque Paribas. 
He pointed to political and 
currency risks because 70 
per cent; of Billiton's assets 
were in Sooth Africa. 

' Billiton is the second- 
largest mining group listed 
in London, behind Rio TTnto, 
the Anglo-Australian group. 


US drug sales 
aid SmithKline 


By Daniel Green 

SmithKline Beech am, the 
UK's second largest pharma- 
ceuticals company, achieved 
a sharp increase in US drug 
sales in its second quarter, 
although group sales and 
profits figures were hit by 
the strength of sterling. 

Pre-tax profits for the 
quarter were £S56m 
($594. 5m), up 4 per cent. 
Excluding currency fluctua- 
tions, the rise would have 
been 16 per cent 

Mr Hugh Coffum, finance 
director, said the strong 
pound was likely to reduce 
full-year p rofits by about 8 
per cent 

SmithKline shares rose 
4$) to £12.29% as investors 
concentrated an underlying 
drugs sales growth, up 15 
per cent to £L06bn for the 
quarter. 


Anti-depressant Paxfl/Ser- 
oxat lifted sales 33 per cent 
at comparable exchange 
rates to £2 11m. 

Sales of products launched 
in the past five years - seen 
by analysts as a guide to 
future growth - rose 42 per 
cent to £382m. 

The consumer healthcare 
division Increased sales 14 
per cent, excluding currency 
movements, to £SS9m. 

The clinical laboratories 
business, perennially trou- 
bled by tough competition, 
lifted sales 2 per cent to 
£208m. 

A second interim dividend 
of 4.41p consists of a L96p 
conventional pay-out and a 
2.45p foreign income divi- 
dend. 

The company also 
announced that it planned to 
split its or dinar y shares in 
two. 



fanvW 

fra m 
m Http* 

EK 

w 






Curant 
v*rmx* u 

DUS B ! 
wrma 

CtoaKDOg 

Toea tor 
year 

■ Total lea 
yew 

AFA System* $ 

. 6 ntfha to Jun 30 0062 0237 ) 

0855L 

(02291) 

&56L 

(3861) 

- 

- 

- 

- 

- 

Bsrtxjur Max 

Yr to Apr 30 .'125 . (12 3 

242 

CZ25) 

B.6 

0 > 

685 

Oct 1 

65 

10 

95 

Booms* Lafetra <J> - 

_ 6 nrths to Apr 30 0876 (1-07 ) 

0864 

(0.031 } 

6.8 

(3.8) 

- 

- 

- 

- 

5 


Yt to Apr 30 1127 0475 ) 

58V 

(181L*) 

086t 

peasj 

na 

- 

id 

id 

id 

Channel - ■ 

Yr to May 2* 596 (382). 

3.71A 

P-41 ) 

2Jt 

P> 

1.1* 

- 

095 

155 

1.5 

CBpjtfgttPnraw — 

YttoApr30 18.1 (163) 

0.1 * 

(05) 

0^7 

P-46) 

nfl 


15 

05 

15 

Dawn H had; 4> . — 

Vr to Mar 31 32.1 (M 2 ) 

OSDS 

(D575V) 

128 . 

(115) 

15 

Scot 9 

- 

15 

* 

Eunxfis Bectnw 

Yr to May 31 2903- 098) 

382* 

fisV) 

i tat 

PB-39 ) 

3.15 

Oct 31 

3 

5.1 

485 

BUT 

Yr to Apr 30 416.1 Q6CL3 ) CLQBUA 

(5-55 ) 

1138Lt 

04.14 ) 

38 

Oct 31 

37 

67 

58 

HU RnfoMHS WtoApa* 151.8 fflD8) 

0305*** 

P 2) 

I.IBf 

(1083 ) 

4 

Sept 2 

2 

6 

3 

ted Brit If can $ _ 

. 6 tnttra to Mar 31- ie.7- (204 ) 

153V 

(152) 

52 

(*) 

05 

Ado 26 

05 

- 

1 

Manama Abtar — 

Yr to Apr 90 JJ 2£L2 (125) 

1. 75* 

(01104*) 

22 


05 

Oct 1 

id 

08 

nfl 

Mentor-ante — . 

Yr to Apr 30 1095 ( 100.1 ) 

148 

(9.584) 

20.1 

(115) 

445 

Oct 2 

38 

65 

575 

Manztos (Jefto) 

— . Yr to May 3 1,417 (1,413) 

30.6 

(35.9 } 

338 

(«.l) 

9 

Oct 31 

9 

135 

138 


Yr to Mar 31 208.4 fiSI.1 ) 

821 

(65) 

8.1 

(M) 

1.1 

Oct 1 

088# 

2 

15# 

Ojpejijy A Butter 

Yr to Mar 31 35 (454) 

0.462 

p553) 

353* 

(4.75) 

1 

Sept 8 

- 

1 

- 

RMSaot Rtotol 

Yr to Feb 28 0509 (0538) 

•0.003 

(MIL) 

02 

(B7H.) 

- 

* 

- 

- 

- 

St Modww Praps — 

.6mftstoMay3i - 21.6- (iw j 

653 

(4.72) 

17t 

(25) 

09 

Sept 12 

09 

“ 

25 

Shail 

Yr to Apr 30 112 (135) 

om* 

0.18) 

13L 

P4) 

257 

Sept 11 

257 

- 

7.17 

taHMtifaa 8aaGftVB_ 6 Btihste JWB30 3,733 (3798 > 

774 

(723 ) 

18.6 

072) 

4-41+* 

Oct 15 

4* 

- 

1785 


Yr tt Apr 30 1.153 (5C12 ) 1205V 

(43.6) 

39Jt 

017) 

8 

Oct 16 

45 

9 

67 

TnmHosfcfas $ — 

.YrtoUarlftS T93 (158) 

050714 

(0834) 

4.48Lt 

(055) 

- 

- 

- 

" 

“* 

Waste Jfanagwoznt „ 

6 mths to June 30 560.1 (507 j 

69.1 

(755) 

9J 

(123) 

“ 

* 

* 

“ 


WFBac&teai. 

YrtoAprSO 1135 ) 

6,65 

(583) 

31.1 

(2358) 

11 

OCt 20 

9.4 

15 







Qimt 

rtafp 

Co raqmtog 

Total tor 

Total lad 

Investment Trusts 

■WW 

Emm (EM 

n 

M 


• p Bjmrt 

Mtond 

yor 

Tear 


bBar 


. 6 ra#B to JUW 30 47049 (39024) 5.79 (556 > 10-07. £88 ) 07 Sqjt 30 52 


19 


CU builds up 
UFF stake in 
FFrl.29bn deal 


By Christopher Adams, 
Insurance Correspondent 

Commercial Union, the 
composite insurer, yesterday 
moved to strengthen its life 
operations in Prance with 
the acquisition of a 553 per 
cent stake in Union Finan- 
cl&re de France for 
FFrlJ29bn ($210.4m> from 
Credit Agricole Indosuea. 

The deal adds to CU’s 
existing 11.7 per cent share- 
holding, giving the insurer a 
two-thirds stake in UFF, 
which sells insurance and 
investment products 
through finanriai advisers. 

UFF earned FFr783m in 
commission from premiums 
written last year and made 
FFi267m in pre-tax profits. It 
has £2 .3 bn in funds under 
management. 

Analysts responded with 
enthusiasm, noting that the 
price paid represented a mul- 
tiple of 13.5 times earnings 
and appeared to be low given 
the potential for growth. 

“It's consistent in the 
sense they have been 
rgm exiting their French busi- 
ness. They already have 
their own sales force, but 
thin one is very high qual- 
ity," said one. 

The acquisition of UFF is 


the second sizeable purchase 
CU has made in France this 
year, hi April, it spent £l40m 
buying French life assurer 
Soci&te d’Epargne Viagfere. 
and insurance broker Sina- 
fer. giving it 45 per cent of 
France's life mar ket. 

CU also unveiled a strong 
increase in new business 
from sales of life, pensions 
and investment products. 
Premiums jumped 21 per 
cent to £1.58bn in the first 
half of this year. But ana- 
lysts said CU’s performance 
in France, its biggest mar- 
ket, WBS again Hi M p pnin ting -. 
Sing le premiums fell 15 per 
Cent tO £624m and annnal 
premiums dropped 30 per 
cent to £llm. “Growth 
across the whole of the 
French life market has decel- 
erated strongly," said one. 
CU blamed the slowdown in 
part on a restructuring of its 
sales force. 

Single premium sales in 
the UK rose 75 per cent to 
£265 hl 

The shares slid 19p to 
67S\ip. Analysts said they 
were hit by news that BAT 
Industries, the tobacco and 
financial services group 
cited as a potential partner 
for CU, had bought a tobacco 
manufacturer in Mexico. 
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Mr James Ross must be 
thankful there is no Little- 
woods share price to tes- 
tify to the group’s agonies. 

He had a good start as 
chairman, getting the 
Moores family, who con- 
trol the business, to accept 
a separation of ownership 
and management. But sub- 
sequent progress has been 
distinctly ragged, with the 
mid-week lottery dealing a 
further blow to the pools 
business, and the bid for 
Freemans remaining 
messy and unresolved. It 
is the stores division, 
though, that has been 
attracting the hea dlin e s . Mr Ross’s decision to sell some 
to Maries and Spencer, while reformatting the balance of 
the portfolio, may be the best of a bad set of options; even 
so, it is hardly compelling. Certainly, more focused target- 
ing of the group's core customers, middle-aged women, 
through a more coherent store portfolio, represents an 
improvement cm the status quo. Better use of the property 
assets wfl] also provide some stable income. But there 
remains a big risk that this strategy will not deliver 
promised returns, in which case Mr Ross would have done 
better to be rid of the stores en bloc, even at a lowprice. 

For the Moores family, the one consolation is the rea- 
sonable health of its core business, home shopping. Little- 
woods has outsmarted its main rival GUS on the agency 
side, and is making successful inroads into the direct 
business through Index Extra . 

Stiff, with return on equity a dismal 6 per cent, Mr Ross 
has a long way to go to convert Littlewoods into a decent 
business. 


Moores family 
support board 


By Emiko Terazono 

Mr Janies Ross, chairman of 
Littlewoods, received fuff 
support from the Moores 
family shareholders yester- 
day. as they gathered at the 
Grosvenor House Hotel in 
London. 

The move followed the cir- 
culation last week of an 
unsigned letter among some 
members of the Moores fam- 
ily accusing Littlewoods’ 
management of keeping 
shareholders in the dark 
about a £540m ($902m) bid 
for the group's 133 stores. 

The letter was accompan- 
ied by details of a hid made 
on June 2 by Mr Michael 
Smith, chairman of CVC 


Capital Partners, the ven- 
ture capital company, for the 
stores. 

Although the letter - then 
thought to be written by 
shareholders unhappy with 
the sale of 19 key Little- 
woods stores to Marks and 
Spencer for £i92.5m - 
implied a continued Interest 
from CVC in acquiring 
Littlewoods stores, it 
emerged yesterday that its 
bid had lapsed along with 
the M&S agreement 

Littlewoods' also released 
its annual results, showing a 
6.1 per cent decline in pre- 
tax profits to £85 2m. This 
included a £ 19.2m provision 
to cover withdrawal from 
Russia and India. 


•*-, U— a. nm—ffa ri— m rat ftaw fa hmrfcgt’i xt> for e«TBSpcndtnp period. *Comparati«s far 13 matin. $Ahn stock. jPald on .tone IP m second 

5 ST rtSta? iSSdoStal. Btaiparaa* far 1 3 moafts. MUST stoBStedMUoa 


This announcement appears as a matter of record only 




BankExim 

Bank Ekspor Impor Indonesia 

Singapore Branch 

PT Bank Ekspor Impor Indonesia (Persero) 

Singapore Branch 

USD 120,000,000 

Floating Rate Certificates of Deposit due 2000 

Arrangers 

LONDON FORFAITING ASIA PACIFIC LTD. 

Saknra Merchant Bank (Singapore) Limited 
The Development Bank of Singapore Ltd 
INDOVER BANK (N.V. De Indonesische Overzeese Bank) 
NATlfiXIS Banque - BFCE, Singapore Branch 

Lead Managers 

LONDON FORFAITING ASIA LIMITED 
Saknra Merchant Bank (Singapore) limited 
The Development Bank of Singapore Ltd 
INDOVER BANK (N.V. De Indonesische Overzeese Bank) 
NATEXIS Banque - BFCE, Singapore Branch 

Co-Arrangers 

The Arab Investment Company SjLA. (TAIC) 
Landesbank Rh einlan d-Pfalz Girozentrale 

Co-Lead Managers 

Banque G£n£rale du Luxembourg S A. 

BW Bank Ireland pic, Baden - Wurtt embergische Bank Group 
Banque et Caisse d’Epargne de PEtat, Luxembourg 
BERLINER BANK AG-Bankgesellschaft Berlin Group- 
Landesbank Schleswig-Holstein Girozentrale, Luxembourg Branch 

Senior Managers 
Tat Lee Bank Limited 

Banca Monte dei Paschi di Siena S.p-A-, Singapore Branch 
State Bank of India, London 

Managers 

Banca di Roma SpA - Hong Kong Branch 
Bank Austria Aktxengesellschaft, Singapore Branch 
Credito Italiano SpA, Singapore Branch 
Taiwan Cooperative Bank, Offshore Banking Branch 




Fiscal, Paying & Reference Agent 
LONDON FORFAITING ASIA LIMITED 


LONDONyORFAITlNG 


DON^fc 


July 1997 





22 


FINANCIAL TIMES WEDNESDAY JULY 2-V **»7 



Prices firm before Greenspan speech 


GOVERNMENT BONOS 


By Vincent Boland and Grata 
Stayn in London and John 
Laberta in New York 

Bond markets edged higher 
yesterday ahead of Mr Alan 
Greenspan's semi-annual 
report on the state of the US 
economy. The Federal 
Reserve chairman addressed 
Congress in the first leg of 
his semi-annual Humphrey 
Hawkins testimony after 
European markets closed. 

Firmer US Treasuries sup- 
ported the better mood. 
High-yielding European mar- 
kets, in particular, made 
gains on a more positive 
reading of Monday's French 
public finances audit 


ITALIAN BTPs were the 
day’s best performers, the 
yield over German bunds 
falli n g to 87 basis points. 
With France heading for a 
budget deficit of 3.1 pec cent 
to 3.3 per cent of gross 
domestic product, Italy fa 
well-placed to join a broad 
European monetary union. 

Some analysts cautioned 
that the lack of surprises, 
either positive or negative, 
in the French audit shed 
little light on Emu qualifi- 
ers. 

“It failed to clarify who 
gets in - all it did was put 
Emu back on track,” said MS 
Sally Wilkinson, at Daiwa 
Europe in London. 

However, combined with 
good inflation figures from 


the main cities and a stron- 
ger lira, the reawakening of 
convergence plays helped 
drive the September bond 
futures contract up 1.00 to 
settle in London at 136.56. 

SPANISH BONOS also 
gained in sympathy, with 
analysts «***i^g scape for fur- 
ther spread tightening at the 
long and short cards of the 
yield curve on the back of a 
much stronger convergence 
play. The September futures 
contract settled 0.40 higher 
at 117.98. 

FRENCH OATS were also 
firmer on relief over the gov- 
ernment's deficit reduction 
package. The September 
notional futures contract set- 
tled at 130.70. up 0-48. 

UK GILTS rose, cheered by 


the International Monetary 
Fund's view that interest 
rates might not have to rise 
as much as feared. The Sep- 
tember gilts future reached a 
high of 115.02 before settling 
at I1&3Q, up from Monday’s 
114.15. 

The market will focus 
today on the auction of £2bn 
of 8 per cent gilts due 2021. 
Some analysts believed Mr 
Greenspan's testimony could 
make it a tough sell. 

Mr Andrew Roberts, of 
UBS, warned that the auc- 
tion might not go very well 
if the market rose any far- 
ther from present levels 
before it took place. 

The market will also be 
taking a close look today at 
retail sales figures for June 


for signs of inflationary pres- 
sure from consumer spend- 
ing and for an immediate 
reading on the direction of 
interest rates. 

GERMAN BUNDS also had 
a firmer tone. The Septem- 
ber bund fixture settled at 
103.03, off its peak of I03J1 
but up on its overnight level 
of 102.72. One analyst said 
the contract was struggling 
to break out of its recent 
trading range and that there 
was little scope for the mar- 
ket to rise further. 

US TREASURIES moved 
higher in early trading 
ahead of Mr Greenspan's tes- 
timony. The benchmark 30- 
year bond rose % to 101& 
sending the yield lower to 
6.507 per cent. Meanwhile, 


the two-year note rose A to 
lOQfi, yielding 5JH4 per cent 
while the 10-year Treasury 
bond gained & to 102$. 

yielding 6^27 per cent. 

‘‘We've had nothing but 
buyers today, with buying of 
the two-year note against 
the back end of the curve." 
said Mr John Sptoello, gov- 
ernment securities strategist 
at Merrill Lynch. 

Weakness In the long bond 
price drove its yield above 
6L5 per cent in Monday trad-, 
ing, days after it hit its low- 
est yield store fate fast year. 

With little new economic 
data to drive the market, the 
Fed chairman’s remarks 
about inflation and eco- 
nomic growth, could lead to 
further selling. 


ICI in first issue since 
demerger of Zeneca 


New international bond issues 


INTERNATIONAL BONDS 


By Krishna Gutia 
and Edward Luca 

Imperial Chemical Industries 
yesterday followed up its 
recent S8-5bn syndicated 
loan with a 8500m eurobond 
- its first since demerging 
from Zeneca In 1993. The 
five-year issue, priced to 
yield 50 basis points over 
Treasuries, tightened frac- 
tionally after launch. 

ICI, which views the bond 
as a benchmark for future 
offerings under its European 
medium-term note pro- 


An official at UBS. joint 
book-runner with Deutsche 
Morgan Grenfell, said the 
paper was distributed 
widely, with Swiss, German, 
middle eastern and Asian 
investors participating. 

RELIANCE INDUSTRIES, 
India’s leading petrochemi- 
cals company, became the 
first Indian corporate bor- 
rower to tap the sterling 
market Its £150m 10-year 
issue was priced at 165 basis 
points above gilts. 

Merrill Lynch and HSBC 
ran the book. The Issue was 
bought by UK, US and conti- 
nental European institutions 


gramme, said the proceeds — and tightened to 163 points 
would refinance part of the in secondary trading 


syndicated loan. 

Yesterday's offer was more 
than 25 basis points ch e a p er 
than its recent syndicated 
funding, at 55 basis points 
over the London interbank 
offered rate. The loan was 
signed shortly after ICI’s 
takeover of Unilever's speci- 
ality r-hamnifaria business. 


Mr Mathew Panikar , man- 
aging director of Reliance 
Europe, said the issue would 
diversify funding sources 
and allow it to retire expen- 
sive domestic debt 
Reliance has issued S764m 
of Yankee bonds in the past 
18 months. It chose to diver- 
sify into sterling because 


“we felt this is a market that 
very closely follows the US,” 
said Mr Panikar. Investors 
could compare the yield with 
Reliance’s existing 1 0-year 
dollar debt. 

Reliance's BB-/Baa 3 rat- 
ing is constrained by India’s 
sovereign ceiling. Mr Pani- 
kar said “we are paying 
about 1 per cent additional 
premium” as a result 

CITIC, China’s state- 
owned investment arm, 
returned to D-Marks with a 
DM200m five-year issue 
priced to yield 62 basis 
points over bunds, five 
points over sovereign debt 

This one hit choppy 
waters, as China's sovereign 
spread widened by about 3 
basis points during the day. 
Citic followed China out to 
65 points. Book-runner Com- 
merzbank bought back about 
DMlSm, saying the issue 
would take time to place. 

But it said the bonds were 
popular with high yielding 
emerging market debt funds 
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and, more surprisingly, with 
EU retail investors. 

“When interest rates are 
low people go to high yield," 
said Commerzbank. “China 
was sold to retail in v es to rs, 
and Citic was sold as 100 per 
cent China.” 


Citic does not carry a sov- 
ereign guarantee, and is 
rated one notch below 
China, at Baai/BBti-. But it 
is owned by the Ministry of 
Finance, and is not allowed 
to go bankrupt under Chi- 
nese law. 


# The international bond 
report in yesterday's Finan- 
cial Times attributed a 
SSOQm bond to GEG of the 
UK. It was in feet issued by 
General Electric Capital 
Corp, the funding aim of 
General Electric of the US- 


Hong Kong 
group poised 
for $2bn deal 


By Edward Luce in London 
and Louise Lucas 
In Hong Kong 

Hutchison Whampoa, one of 
Hong Kong’s leading blue 
whip companies, is expected 
this week to launch the first 
significant bond by a Hong 
Kong company since the for- 
mer UK colony was returned 
to Chinese sovereignty at 
the start of this month. 

Bankers said the eurobond 
- expected to be launched In 
four tranches - could 
amount to 32hn. twice the 
size of the original planned 
total. “There fa obviously 
very strong demand for such 
rare paper,” said one dealer 
In London. “It fa not often 
that. Hong Kong companies 
come to the market and 
when they dp, investors are 
usually enthusiastic, - - 

Analysts said currency 
turmoil In south-east Asia - 
including devaluations of 
the Thai baht and Philippine 
peso - had boosted the 
attraction of Hong Kong 
debt to oversees buyers. The 
Hong Kong dollar fa pegged 
to the US dollar. “There fa 
no question of the Hong 
Kong dollar coming under 
speculative attack," said one 
economist. "It is a safe 
haven for investors.” 

The band, to be lead-man- 
aged by Merrill Lynch and 
Goldman Sadis, fa expected 
to include 10. 20, 30 and 40- 
year tranches with a 12-year 
put option on the 40-year. 

Hutchison Whampoa has 
been one of Hong Kong's 
most aggressive corporates 
in the international equity 
and syndicated loan mar- 
kets. Last year it signed a 
USSl.Sbn long-term loan 
facility, Hang Kong's biggest 
ever corporate borrowing. 


Hong Kong corporates 
hove traditionally been debt 
averse: partially because it 
goes against the groin of 
family ownership and sup- 
port, but also due to the ease 
of raising equity in Hong 
Kong, which has deterred 
many corporates from sock- 
ing the credit ratings neces- 
sary for bond issues. 

However, the trend began 
to change in 1993, when a 
vogue for convertible bonds 
- a halfway house between 
bonds and equity - 
prompted blue chips such as 
Wharf (Holdings) to acquire 

ratings. Other conglomerates 
and property developers, 
including Swire Pacific and 
Sun Hung Koi Properties, 
followed suit 

More recently. Peregrine 
Investments Holdings, the 
pan- Asian merchant bank, 
obtained a rating this year 
from Japan Bond Research 
Institute as part of its efforts 
to expand its funding base. 

Traders believe there is 
now a window of opportu- 
nity for Hong Kong corpo- 
rates to tap the bond mar- 
kets, as fund managers are 
scrambling for places to allo- 
cate Asian funds. 

Hong Kong's large 
reserves and sound eco- 
nomic fundamentals have 
convinced most analysts U 
would emerge unscathed 
from attack by speculators. 

But corporates seem slow 
to exploit this opportunity. 
Only Hopewell Holdings, the 
infrastructure company, is 
said to be considering a bond 
issue - more than two yeans 
after scotching a similar 
plan when it received a 
lower than expected credit 
rating. Market sources sug- 
gest Hopewell fa looking to 
launch a US$800m bond. 
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Italy 

■ NOTIONAL ITALIAN GOVT. BOND fHTPJ FUTURES 

(UfTET Lira 200m lOQtha of lOOW 

open Sett price Change High Low EM. vol Open kit 
Sap 13670 13766 *1X0 137.65 13670 63810 105131 

Dec 109.05 10641 +0.85 10650 10905 85 2375 

■ ITALIAN OOVT. BOND (HTPJ FUTURES OPTIONS 1LBTH Ura20Qm 100ms rf 100* 


Strike 

Prtca 

8000 

8050 

8100 


Sep 


CALLS 


Dec 

29.41 
2691 

28.41 


Sep 


PUTS 


Dec 

0 

0 

0 


97-6300 +0-250 

YWdx Local marker wantac. 
125 par cere pqynbto Or mnreaidanW 

Sam# Standard £ Rsor* HMS. 


US INTEREST RATES 


Latest 



Treasury BOs and Bond Yields 









&% 

7*. 




KfP 

farter kre rata 

Rsbb monriu 

524 

Fire par 

815 

FsdJans ta tonetthn 

Si 

ShunnBi 

One year — 

537 

556 

l(H«r 

30-ysar 

BJ2fi 

851 


Est. vbL total. Cab 6108 Pin 14S7B. Prevtous day's Open MU C4b 900+3 Puts 11437G 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MSFF) 

Open Sett price Change Wgh Low Est wl. Open tat 

Sep 117.86 117.98 +0-40 118.15 117.81 7.145 96105 
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UK 

■ MOTWNAI. UK IMLT FUTURES QJFFE)* EBOflOO 32nda ol 100% 

Open Sea price Chengs hfigh Low Est vol Open int 
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■ NOTIONAL GERMAN BUND FUTURES (UFFg* DM250.000 IQOttg of 10 OW 
Open Sett price Change tfflh Low Eat vrt Open W. 
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UK GJLTS PRICES 


US 

■ U8 TREASURY BOND FUTURES |CBT) $108000 32nd8 Of 1009t 
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CURRENCIES AND MONEY 


Blithe Bundesbankers hurt D-Mark 


MARKETS REPORT 


By Simon Kuper 

The dollar and pound soared 

against the D-Mark yester- 
day as Bundesbank officials 
suggested that European 
monetary union would pro- 
ceed- The two currencies 
rose sharply because they 
finally overcame waves of 
selling at key technical lev- 
els. 

Late yesterday the dollar 
was at DM1.822Q to the 
D-Mark, 2.6 pfennigs above 
Monday's London close. The 
pound was at DM3.0542 to 
the German currency, 4 
pfennigs above Monday. The 
currencies rose further with 
US stocks and bonds after 
Mr Alan Greenspan, chair- 
man of the Federal Reserve, 
said in his Humphrey-Hawfc- 
ins testimony In the House 
of Representatives that US 
inflation would remain low 
this year but would rise In 
1998. He implied there was 
no need for interest rates to 


rise in the short term. - 

Mr Hans-Jttrgen Koebnick, 
Bundesbank council mem- 
ber, had earlier joined some 
of his colleagues in accept- 
ing France’s virtual admis- 
sion that it would mis* the 
key entry condition for Emu. 
The Bundesbank's stance 
reduced fears of a delay to 
Emu. The D-Mark is still 
thought to be set to merge 
Into a weak euro. 

Mr Dominique Strauss- 
Ttahn French finan/ra, minis- 
ter, admitted on Monday 
after France's audit of state 
finances that the country's 
budget deficit this year 
would probably exceed 3.0 
per cent of gross domestic 
product, the Emu entry cri- 
terion. 

But several Bundesbank 
officials later said they could 
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live irith such a deficit. Mr 
Koebmck said yesterday that 
the Bonn government 
“should explain to the 
people that the euro can 
very well be stable even if 
Germany’s deficit is as per 
fruit and France's deficit is 
3.3 per cent." Mr Avinasb 
Persaud, head of currency 
research at. J-P- Morgan in 
Europe, said; The fact that 
France seems to be trying to 
meet the criterion now 
seems to be the important 
thing. " 

' The dollar, which had 
struggled for a week against 
resistance at DMLSO to the 
D-Mark, raced ahead after 
breaking the DML8040 level. 
Mr Marc Chandler, senior 
currency strategist at Deut- 
sche Morgan Grenfell in 
New York, said: “There were 
finally no more big sellers 
left at DMUJO.” 

But the US currency 
slipped slightly against the 
yen to Y115.6, and the yen 
rose Y0.70 against the 
D-Mark to Y63.78. The 
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D-Mark dropped from 
SFrO.822 to SFI0.817 against 
the Swiss franc, near a 10- 
month low. 

■ The pound' was helped by 
the conclusion of a large sale 
of pounds for D-Marks, car- 
ried out by a major continen- 
tal bank and said to involve 
up to £ 2 bn. which had taken 
several days. Other banks 
had waited for the trade to 


end before buying poonds. 

Sterling also benefited 
from the apparent inability 
of Mr Gordon Brown, the UK 
chancellor, to weaken it. Mr 
Brown told the Treasury 
select committee merely that 
he would like a stable and 
competitive pound in the 
medium term. 

Mr Nicholas Parsons, cur- 
rency strategist at Paribas 
Capital Markets in London, 
said: "In the medium term I 
would quite like to win the 
Lottery, hut I don't have a 
clear strategy to bring that 
about-” 

■ The Malaysian ringgit will 
have shrugged off the claims 
of Dr Mahathir Mohamad, 
Malaysian prime minister. 
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that Mr George Soros Is to 
blame for the recent attack 
on south east Asian curren- 
cies. Dr Mahathir argued 
that the US hedge fund man- 
ager had acted out of disap- 
proval for those countries' 
dealings with Burma. 

More worryingly for the 
ringgit, Malaysia’s Bank 
Negara yesterday said its 
foreign exchange reserves 
had dropped 12.5 per cent in 
the 15 days to July 15, from 
MJ70.7bn to M$61.9bn. The 
hawfe had intervened heavily 
to support the ringgit after 
the Thai baht's devaluation 
on July 2. Bank Negara, inci- 
dentally, was famous until 
1 1993 for its own speculation 
in the market. Traders 
would often report that it 
had been dealing in curren- 
cies as distant as sterling. 

The Indonesian rupiah, 
down more than 5 per cent 
on Monday, firmed some- 
what yesterday. It rose from 
2,635/45 against the dollar to 
2JS75/80. 
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18716 

m 

. 


re 

_ 


. 

Brazil 

(RS) 

16128 

-00012 12! - 136 

18146 

18074 

- 

- 

- 

- 

- 

- 

- 

Canada 

fca 

23134 

+0007 123 - 145 

23169 

28027 

28066 

38 

28929 

38 

2842 

3.1 

849 

Mexico (New Peso) 

13.1788 

-00534 666 - 912 

133295 

13.1668 

- 

- 

- 

- 

- 

- 

- 

USA 

IS) 

167B T 

-0.0013 762 - 772 

1.6785 

18718 

1875 

12 

18714 

18 

18546 

15 

1042 

Podfie/Hdifle East/AMca 











Auatraia 

(AS) 

22682 

+0.0053 667 - 686 

23731 

23536 

22676 

08 

28657 

04 

28557 

08 

82.1 

Hong Kong 

(HKS) 

12-8B9Q 

-00064 852 - 848 

133025 

128501 

128699 

01 

128B25 

02 

128274 

08 


Indta 

Pa) 

560486 

-00447 060 - 828 

■M«gB 

598950 

60845 

-38 

604456 

-48 

62.1253 

-38 

- 

Israel 

(Shk) 

55012 

-0.0191 910-113 

59278 

58910 

' - 

- 

- 

- 

- 

- 

- 

Japan 

(Y) 

183.852 

-0522 752 - 961 

195.190 

193.660 

182832 

03 

190807 

68 

1B1.822 

68 

1335 

Mataysta 

W 

4J41T4 

■q, 0050 078- 152 

4.4193 

43828 

44157 

-12 

44237 

-M 

44423 

-07 

- 

New Zealand 

(NZS) 

25893 

+O026B 871 - 915 

23947 

28743 

28692 

01 

28901 

-OI 

2.5973 

-03 

1075 

Phipptraa 

(Peso) 

47.71 09 

-01029 208 - 170 

488494 

47.1659 

478767 

-4.0 

4B.12B2 

-3.4 

49.1852 

-3.1 

- 

Saudi Arabia 

(SR) 

62887 

-00045 866 -908 

63952 

83704 

62852 

07 

68766 

08 

02403 

08 

- 

Singapore 

(SB 

24483 

-00058 467 - 499 

24605 

24437 

2.4437 

23 

24336 

24 

28854 

28 

- 

South Africa 

P 

7.6682 

-0.0041 644 - 740 

78743 

78464 

7.7299 

-98 

7847B 

-88 

88848 

-88 

• 

South Korea 

(Won) 

1499.61 

+Z24 601 -381 

150381 

149580 

- 

- 

- 

- 

- 

- 

- 

Taiwan 

0*) 

46.8470 

-00014 995-945 

488945 

46.7084 

468304 

04 

407906 

08 

40593 

05 

- 

Thailand 

(Bt) 

51^838 

+08087 946-932 

518932 

509280 

522306 

-78 

528821 

-02 

53.7223 

-38 

- 


t Rraea lor Jui 21 . Barrator sprad, h *» Pound Spol taels irtwi <*% tha tact three dadrad pfacae. famed ndaa are nos Oncfly vntod to Itw itnfasbut 
are tmplad by cum Mum nfea. Soring Mb —*■ tv 9» Bank Ol England. Bern mkuqb 1BB0 ■ 100. Mb rabrad 1/2% BU. OB «r and 
Md-traes tiboniMriM Dob Spar trite dated (nun PC WMfflEUTBIS CLOSING SPOT RATES. Sana wfare to ranted by the F.T. 

Pw BUPanpu nfas prtuad a SB tmta am tao sutoto On IM Mamor M Wp^AaarMjTjaam 


DOLLAR SPOT FORWARD AGAiWST THE DOLLAR 


Jul 22 

Closing 

mid-point 

Change BWsfler 
on day spread 

Day's ota 

Ngh low 

One month 
Rate KPA 

Three months 
Rato mpa 

Ora year 
Rate 

JJ> Morgan 
MPA index 

Europe 

Austria 

(Sch) 

127546 

+0.1140 315 - 577 

12.7670 

12.6300 

12.7306 

22 

122816 

22 

12.4576 

22 

1012 

Belgium 

(BFr) 

37^200 

+0329 000 - 400 

374470 

378700 

37245 

24 

37.1935 

24 

362 

22 

1012 

Denmark 

(DKr) 

09018 

+08614 000 - 028 

6JM06 

62383 

62901 

28 

62658 

2.1 

6.7594 

2.1 

1022 

FMand 

FM) 

58490 

+08495 453 - 527 

52539 

52003 

52375 

22 

52139 

22 

522 

24 

812 

France 

(FFr) 

6.1 QB4 

+08439 075 - 092 

6.1205 

68564 

68968 

22 

6873 

22 

58642 

24 

1038 

Germany 

(DM) 

18127 

+08163 123 - 131 

12146 

1.7955 

12069 

22 

12011 

2.6 

1.7661 

22 

1012 

Greece 

(Dr) 

283560 

+1.67 300 - 770 

283260 

281240 

284275 

-62 

28623 

-4.7 

29488 

-3.7 

64.6 

btim 

TO 

14630 

-0811 620-840 

14825 

14804 

14623 

02 

14813 

02 

1.4817 

0.1 

- 

Italy 

(L) 

1761.00 

+1385 050 - 150 

176580 

1747.10 

1762.77 

-12 

176528 

-1.1 

17692 

-02 

75.7 

Luxembourg 

(LFO 

374200 

+0829 000-400 

374470 

378700 

37245 

24 

37.1935 

24 

362 

22 

1012 

Nethariarafa 

FI) 

25405 

+08163 400 - 410 

28450 

28212 

28363 

22 

28278 

22 

T89 

22 

1002 

Norway 

(NKr) 

7A775 

+08552 750 -800 

72020 

74172 

7463 

22 

7X146 

22 

72229 

2.1 

954 

Portugal 

(Es) 

183500 

+147 S00 - 100 

183.100 

181430 

182864 

02 

18281 

02 

181.74 

0.7 

922 

Sprtn 

(Pta) 

152560 

+1835 520 - 600 

152.740 

151270 

152215 

04 

15224 

02 

151.165 

02 

762 

Sweden 

(SK.1 

7.7955 

+08146 B30 - 980 

72328 

7.7742 

7.7864 

14 

7.7671 

12 

72831 

12 

85.0 

Switzerland 

SFr) 

14803 

+0804 708 - 806 

14875 

14750 

14749 

42 

14643 

42 

14188 

42 

1052 

UK 

n 

15767 

-08013 762 - 772 

1.6795 

1.6718 

1.675 

12 

12714 

12 

12548 

12 

1042 

Ecu 


12915 

-08061 910 - 920 

1.1000 

188S5 

1.0923 

-12 

18981 

-1.7 

1.1117 

-12 


SORT 

- 

0.72860 

- 

- 

- 

. 

- 

. 

- 

- 

- 

- 

Americas 

Argstfcia 

(Peso) 

08969 

-999-899 

08999 

02999 

_ 


. 


. 



Brad 

(R« 

15812 

+08001 811 - 813 

1.0813 

18811 

• 

- 


- 

- 

- 

- 

Canada 

C«) 

1-3796 

+08053 795 - 800 

12821 

12765 

12766 

2.7 

12709 

22 

12503 

2.1 

858 

Mexico (New Peso) 

78600 

-0826 550-650 

72650 

72490 

72885 

-182 

8.1795 

-162 

989 

-152 

- 

USA 

3) 

- 

- 

- 

- 

re 

- 

- 

- 

- 

- 

104.7 

PacKsMddle Eatitttfca 
Autiltib (AS} 18527 

+08041 523 - 532 

12532 

1252? 

12525 

02 

12519 

02 

12476 

04 

932 

Hong Kcng 

(HKS) 

7J473 

+08008 466 - 478 

7.7479 

7.7480 

7.7470 

-0.1 

7.7487 

-0.1 

7.751 

08 

» 

India 

(Ra) 

355990 

- 800- 100 

35.7100 

352800 

352325 

-42 

36.1175 

-4.7 

3723 

-42 

- 

Israel 

(Shk) 

35195 

-08068 145 - 345 

32365 

32145 

- 

- 

- 

- 

- 

. 

- 

Japan 

m 

115515 

-0825 500-640 

116200 

115480 

115.1 

52 

114.1 

52 

109.8 

5.0 134.1 

Malaysia 

(MS) 

2.6310 

+08055 295 -32S 

22360 

22135 

£6355 

-2.1 

22445 

-2.1 

22745 

-1.7 

- 

Now Zealand 

(NZS) 

15443 

+0817 434 - 451 

12451 

12434 

12451 

-02 

12475 

-02 

12576 

-02 

. 

PhSpphes 

(Peso) 

284600 

-084 100 - 100 

29.1000 

28.1000 

- 

- 

- 

- 

- 

- 

- 

Said Arabia 

(SR) 

3.7507 

+08001 505 - 508 

3.7508 

3-7505 

3.7514 

-02 

3.7524 

-02 

3.7571 

-02 

- 

Singapore 

CSS) 

14602 

-08023 507 - 607 

1.4665 

14575 

145S5 

1.4 

1.4548 

12 

14352 

17 

- 

Sarah Africa 

(H) 

45740 

+0801 725 - 755 

42755 

42650 

42145 

-102 

4294 

-102 

42965 

-08 

- 

South Korea 

(Won) 

894500 

+2 500 - 500 

896200 

892200 

. 

- 

- 

- 

- 

- 

- 

TUhdi 

PSI 

272400 

+082 200 - 600 

278600 

2722 00 

27851 

-02 

2726 

-02 

200525 

-04 

- 

Thetamd 

(Bt) 

308500 

+0805 000 - 000 

318000 

304000 

31295 

-172 

32.1 

-148 

3323 

-7.7 

* 


t SOR taut par 5 tor Jri 21. BWtafiar spreads In ihe Dratar Spot table show only the tan Una decanal ptecea. Fonmad mas me ran ready 
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Barn overage 199O-10Q. 
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WORLD INTEREST. RATES, 


MONEY RATES 

**» 22 Oh One Pro St* Ono tomb. «s- Repo 

nghi month mths irate yeor BW. i** ^ 


Rno* 

Germany 


Hrtharimte 

O w ftwHWItfl 

US 

Japan 


3 3 

33 

as 

3!» 

3’= 

680 

2.50 

- 

3’i 

3’+ 

sc 

3ii 

3£ 

210 

- 

4.75 

3 i 

31* 

3ft 

3ft 


420 

220 

380 

6i 

GW 

S’* 

8'i 

6 

- 

- 

675 

8B 

fiTi 

65 

6k. 

6‘> 

7 75 

625 

622 

34 

3i 

34 

3 l i 

K 

- 

220 

220 

Ilk 

1« 

1i 

l’r 

u 

_ 

100 

- 

Sa 

5£ 

K 

5*j 

51! 

- 

580 

- 

y- 



v 

j? 

_ 

020 

- 


5£ 

5H 


64 

_ 



5.46 

5.54 

563 

5.79 




4fi 

*1 

4ft 


_ 

_ 

_ 

3h 

ay 


3i 

- 

- 

- 


■ S LIBOR FT London 
Wtaftmnk Firing 
US DoBar CD* 

ECU Linked Ds 
SDR Linked Os 

MmubtaM, and b(B * a Tafcw 

WaHnaoa.ttta Wmc ton* tudw. US <**.. EO> S zi* jOjj 

EURO CURRENCY INTEREST RATES 

■M22 7 days one Three One 

Win notice month months martins >«j , 


Be^ienfnw: 3J 2 - 3,1 30 - 3ft 3% - 3h 3.1-3: jU-rs' 3 «; • 

Dwfeh Krone 31, - al* 3i 4 .3^ 3IS - 3>3 3>? . lu 31? 3'.* 3.!? ' ^'4 

Berman Mark 3ft - 2\i 3ft - SQ % A - 4 3te 3 feljf ?V ' S 

DiachGiMer 3J, - 3^ 3ft - a>. & ■ 3^ 3^. 3' S .V? f? ' Sf 

French Franc 3li - 3ft 3ft - 3ft 3ft - 3ft 313 . 3” 3 ■ . 3* 3* ' 

Ponu^rasa Esc. - 5^ 5}i - 5% 5|l - 5j} - S'£ . 5 w ^ " J'f 

Spanfedi Peseta 5^, ■ 5>* 5ft - 5ft Sft - 6ft 51,-5,“ 5ft . 5 4 S c't 

ashing r-w% 6 U-«t 651 - eg 7ft - ^ 

Swiss Franc £ - 1 ©1ft -1ft iJJ - ig ift - .ft lJ3 . 1J£ lU . 


n-b - i viil - -it isj - III | A - ,l- . , i; , 9 

Canarian Deter 3V - 3>j 3ft - 3>* 3' 2 - 3U 3JJ - 3ft 4 - a* A ! 

iKru« m. c» _ C7 tii c, r p ... .. ■*/: 


US Deter 
itafian Lira 
Japonooe Yen 
Asian SSmg 


5ft -5ft Hi- ift 5 5-3i sii-sl 

7 *: r t If :ff H:t? T9 T-f T$ 

3$l - 3^ 43 B - Jl « - 4 4>j - 3~ g jlj . st, . jy 4 


Sun wnri mea ore ca* for me US Dotor and Yen, amen, im asn' nun 

■ Ham uAim, M— rtn — m ine— njA-nr^ry. , ... 



Open 

Sett price Change 

High 

Lour 

Esi. vcl 

0»?fi jit. 

Sep 

9625 

9626 

+0.06 

96.57 

96.54 

31.632 

71.108 

Dec 

06.47 

96.50 

+0.05 

9620 

96J7 

920? 


Mar 

96.41 

96.43 

+085 

96.44 

96.40 

231 

27.164 

■ TtfRa MONTH EURtHURK FUTURES {LEFFEr Dtalim po+nts c! iQo«t 


Open 

SeR price Change 

High 

Low 

Esr vd 

Open mi 

Sep 

96.78 

96.78 

-0.01 

96.78 

96.78 

14156 

295952 

Dec 

98.67 

96.65 

-0.02 

96.67 

98.64 

29596 

365870 

Mar 

06.57 

9624 

-0.02 

9627 

96.54 

30917 

370252 

Jrai 

9640 

9629 

-021 

96.40 

96.37 

14963 

190697 

■ ONE MONTH EUMMARK FUTURES (UFFE)' DM 3m points oi 100% 


Open 

Sett price Change 

High 

LOW 

Est. vol 

Open int 

Aug 


96.86 

. 



0 

490 

Sep 


96.83 

- 



0 

208 

Oct 


9682 

- 



0 

265 

Nov 


96.80 

- 



0 

50 

■ THREE MONTH EUROUM FUTURES (UFFQ 

' LI 000m paints of 100% 


Open 

Sea price Change 

High 

Low 

EsL voi 

Open mr 

Sep 

9321 

8323 

+0.05 

93.34 

9329 

11384 

110961 

Dec 

93.70 

93.74 

+0.06 

93.74 

93.68 

11973 

87020 

Mar 

94.04 

94.10 

+0.08 

94.10 

94.04 

7225 

51575 

Jun 

9420 

9426 

+0.11 

94.39 

94.30 

6400 

39744 

N THRB MONTH EURO SWISS FRANC RJIUREB (UFFEl 5Fr1m peons at lOO** 


Open 

Sett pace Change 

High 

Low 

Esr vd Open int 

Sep 

9843 

98.49 

+0.07 

98.50 

98 41 

10017 

59634 

Dec 

9829 

9825 

+0.07 

98.36 

98.26 

7265 

47933 

Mar 

9821 

9825 

+0.06 

9827 

99.17 

4414 

19237 

Jun 

9884 

9610 

+0.06 

98.11 

98.03 

1251 

7839 

N THREE MONTH EUROYEN FUTURES (LUTE) YlOOm ports of 1001 b 


Open 

Sett price Change 

High 

Low 

EsT uol Open mr 

Sep 


99.33 

+0.01 



0 

na 

Dec 


9921 

+082 



0 

na 

Mur 


99.02 

+082 



0 

na 

■ THREE MONTH ECU FUTURES (UFFE) Ecu 1m ports ol 100% 



Open 

Sett price Change 

High 

Low 

Esi. vol 

Open M. 

Sep 

95.74 

95.75 

+082 

95.76 

95.74 

779 

10514 

Dec 

85.73 

95.73 

+2.03 

9674 

95.72 

457 

7471 

Mar 

95.75 

95.75 

+0.02 

95.76 

95.75 

562 

5106 

Jrai 

95.71 

95.72 

+0.03 

95.72 

95.71 

80 

3122 


' UFFE Mures atao traded on APT 

■ EUROUM OP1TONS (UFFE) LI 000m points ot 100% 


Strike 

Price 

Sep 

- CALLS - 
Dec 

Mar 

Sep 

— PUTS - 
Dec 

Mar 

B325 

air 

086 

094 

009 

087 

009 

9350 

0.06 

037 

074 

083 

013 

0.14 

8375 

082 

022 

0.56 

0.44 

0.23 

021 


Esr. uoL touL CeM 10243 Puts 67B. Previous day's open mu Cans 113424 Puis 0236 




CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

ora 22 BFr DKr FFr 

DM 

K 

L 

H 

NKr 

Es 

Pta 

SKr 

SFr 

£ 

C$ 

S 

V 

Ecu 

Beigun 

(Bfl} 

100 

18.44 

1652 

4544 

1.802 

4706 

5/453 

1958 

4898 

407.7 

2083 

3856 

1594 

3887 

2.672 

3098 

2448 

Denmark 

(DKiJ 

54J£ 

10 

8550 

2.826 

0277 

2552 

2.S56 

1059 

265.1 

2218 

1159 

2.145 

0884 

1.SB9 

1.440 

1675 

1827 

France 

FFr) 

81^6 

1180 

10 

2568 

1.104 

2883 

3.340 

1254 

2995 

2495 

12.70 

2.423 

0976 

2559 

1.837 

1898 

1500 

Germany 

(DM) 

2064 

3807 

3570 

1 

0572 

8715 

1.126 

4.125 

1015 

84.16 

4501 

0817 

0529 

0.761 

0552 

83.78 

0505 

Ireland 

(S3 

55.49 

1024 

9.050 

2588 

1 

2612 

3026 

1189 

2714 

2265 

1156 

2.195 

0884 

2.046 

1+483 

1715 

1850 

My 

ng 

2.125 

0382 

0347 

0103 

0038 

100 

one 

0425 

10.39 

8563 

0443 

0864 

0834 

0878 

0857 

6565 

0052 

Netherlands 

<FD 

1884 

3382 

2894 

0588 

0330 

9638 

i 

3686 

89.68 

74.77 

3820 

0725 

0592 

0576 

0490 

5686 

0449 

Norway 

(NKi) 

5004 

9230 

8.168 

0424 

0902 

2355 

2-729 

10 

244.7 

2048 

10.43 

1880 

0.798 

1845 

1837 

154.6 

1825 

Portugal 

(EsJ 

30AS 

3.TT1 

3538 

0991 

0568 

0625 

1.116 

4868 

100 

8357 

4560 

0009 

0326 

0.754 

0546 

83.18 

0501 

Spain 

(Pta) 

24.53 

4524 

4804 

1.188 

' 0.442 

1154 

1538 

4501 

1208 

100 

5.110 

0870 

0501 

0804 

0855 

75.78 

0801 

Sweden 

(SKr) 

48.00 

8854 

7536 

2525 

0885 

2250 

2.618 

9592 

2345 

195.7 

10 

1899 

0765 

1.770 

1-283 

1488 

1.175 

Switzerland 

(SFr) 

2528 

4862 

4.126 

1225 

DA56 

1190 

157B 

5851 

1236 

1031 

5568 

1 

0403 

0832 

0876 

78.10 

0610 

UK 

(E) 

62.74 

1187 

1024 

3839 

1.131 

2953 

3421 

1254 

3065 

2555 

1387 

3462 

1 

2814 

1.677 

1938 

1536 

Canada 

(CS) 

27.12 

5802 

4.427 

1514 

0489 

1278 

1.479 

5.419 

1328 

1105 

5850 

1873 

0432 

1 

0725 

8379 

0664 

USA 

m 

37A2 

6802 

0108 

1513 

0574 

1761 

2841 

7478 

1830 

1528 

7.796 

1>480 

0596 

1880 

1 

115.8 

0016 

Japan 

(V) 

3Z-37 

5870 

5583 

1568 

0583 

1623 

1.765 

6488 

1565 

1328 

6.743 

1580 

0516 

1.193 

0865 

100 

0.792 

Ecu 


4064 

7533 

6587 

1579 

0738 

1922 

2527 

3162 

199.7 

1665 

8508 

181B 

O.B51 

1506 

1892 

1265 

1 


Donih Kraner. French Franc. Nonn0H Knar. M SnedMi Kransr tw 1C Batata Franc. Van. Exude, Uni raid Prate per tUL 


■ D-MARK FUTURES 0MM] DM 125.000 per DM 


■ JAMEESE YEN FUTURES (IMM) Yen 125m per Yen 1D0 



Open 

Latest 

Change 


Low 

Est voi Open W. 


Open 

Latest 

Change 

Hltfi 

Low 

est. voi 

Open inL 

Sap 

05588 

05538 

-0.0061 

05580 

05530 

12.788 

114357 

Sep 

D-3677 

05720 

+05047 

06720 

08650 

9507 

56567 

Dec 

05571 

05578 

-00049 

05576 

05570 

67 

1819 

Dec 

ra 

08820 

+0.0029 

0882S 

- 

64 

1,706 

Mar 

- 

0.5670 

- 

- 

05680 

118 

513 

Mar 

08885 

08935 

+00030 

08835 

prawn 

70 

222 

■ SWISS FRANC FUTURES (IMM) SFr 125800 per SFr 



■ STBRUNG FUTURES (MM) £62,500 per £ 




Sep 

0.6823 

05780 

-00044 

0.6823 

06765 

7846 

53,002 

Sep 

15750 

15748 

-00006 

1.6760 

1.6886 

3(419 

61535 

Dec 

05840 

0.6845 

-00049 

06847 

0.6840 

34 

1892 

Dec 

15680 

18880 

-0.001 B 

18690 

18870 

7 

879 

Ms 

“ 

06961 

” 

- 

“ 

267 

963 

Mar 

15670 

1-6670 

+0.0034 

18870 

18850 

234 

198 


UK INTEREST RATES 


LONDON MONEY RATES 

«M 22 Orep. 7 days 

nW notice 


Juf 22 


Ecu can. Rats Change 94 W- bom 96 spread Drv. 
rates against Ecu on day can. rate * weakest rxl. 


One Threa She 
month months months 


One 

year 


IntertM* Swing 6 T 6*2 6{3 - - 6J1 7ft - 6g 7^ - 7l« Th - 7h 

States CDs - - ttf, - Bfi - 6% 7ft - 7ft 7>| - 7ft 

Treasury BOs - - • 6K 6% - 6* 

Bank Bffls - - 53 - 60 0JJ - 6A 7ft - 7ft - 

Local authority daps. 6>* - 6ft 6^ - ^ ft - Bft 7 - 6« 7ft-7»e7ft-7% 

Dtecart Markat deps 6}j - 6% 6% - 6% 


UK (tearing tank tasa tending rate &1, per cant bom Jut 10. 1997 

Up to 1 1-3 3^ M 

mcreh month 


9-12 

months months months 


Certs ot Tax dap. £100,000} 2b . - 5*2 5 5.4* 

Cans oi Tax dap. under CTOOOOO Is 2ljpc. Depoate nUidrwm ter cash H,pc. 

Avn rente raw or oaoounr on 44 i e. esmpa. EOQO fata me Sfr Euport Ftemse. Mtea 
14} day Jui 30. 1BW. Agreed rate tor padad Jm 2E, HH7 to Aug 2S. 10B7. Bchanw H 7J8pc. 
Roterem r»a tor period ttiy 31, 1997 «, Jin 30 l iter, Scramaa IV A V &7a8pc. Ftaanoa 
Mouse Bbm> Rare Tpc tom Jul 1. 1BBT 

■ THREE —OWTH STHWLMQ FUTBBBS (UFFQ ESDtXOOO prints of 100% 



Open 

Sed price Chengs 

High 

Low 

E*l- yd 

Open rt. 

Strike 



- CALLS - 

1 


- PUTS 



Sep 

92.77 

9250 

+053 

8281 

92.77 

11630 

126132 

Price 

Aug 

Sep 

Oct 

Aug 

Sep 

Oct 

Dec 

92.58 

92.60 

+0.03 

9281 . 

92.58 

12374 

126282 

1860 

251 

3.15 

385 

080 

184 

280 


92.49 

3252 

+084 

9283 

9249 

9743 

105738 

1870 

IBS 

256 

3.10 

1.17 

2.07 

2.70 

Jun 


9252 

+004 ' 



5885 

72777 

1880 

156 

2.13 

2. 82 

1.66 

383 

383 

Sep 

92.54 

9287 

+085 

9258 

9254 

3538 

53295 

Prentove itey** «eL. Cate 10 Puts 15. Pie*, (toy's open Ira, Cate 3ftB81 Puts 34984 



Aina traded on APT. A0 Open MwreB Sgs. am far mwtote day. 

■ short arrERUHtt optiohs (uffe) esoojoo points ol 100% 

Strike 
Price 
SZ7S 
9300 


Sep 

0.13 

ao2 

0 























Eta. «oL total. Cate 3600 AM 2786. Previous oby* open int, Cate 172468 ftars letTW 


Intend 

0.798709 

0.736518 

-0801222 

-7.79 

1281 

52 

Finland 

555424 

555406 

+O0127B 

-080 

357 

0 

IMy 

190048 

192982 

+286 

1.19 

285 

-9 

Portugal 

107896 

200806 

+0.164 

1.42 

2.11 

-10 

Spate 

163826 

166593 

+0121 

183 

150 

-13 

Denmark 

784555 

75S1B9 

+001297 

251 

074 

-19 


2.16979 

283285 

+000443 

251 


-22 

Oormany 

152573 

188345 

+080399 

3.00 

055 

-30 

Austria 

135485 

13-3556 

+0.0273 

381 

054 

-22 

Beigknn 

39.7191 

408467 

+08752 

3.09 

046 

-23 

France 

6*5863 

680902 

+080144 

357 

080 

-30 



5.10 ~145 

-17.74 2&91 

are (0 domndn? radtfc* arengtft. 
ta a irak aarencyOrapmca shows tea nMo 
the acUl rtartBl and Ecu coral rails tor a 
of 81a einaneyta iwM am from Is Ecu 
ctf&inad by ■« Rnpioal Thnoa 


C/S oniOH £31,290 [cents per poixid) 


■ PMLAD6LPMBA SE D-MARK/S OFTIOMS DM62^00 (S per DM) 


Strike 

Price 

Aug 

- CALLS - 
Sep 

Od 

Aug 

- PUTS - 
Sep 

Oct 

0550 

007 

181 

155 

027 

043 

052 

0566 

056 

150 

185 

045 

053 

052 

0580 

044 

074 

089 

0.65 

088 

156 


Pxwtoua dayte vcC caes BjD76Pii» 29 . Prev. OqTa open Inu era 5AM Puts 10.777 


1 THWS ItMITH BJROPOUJUt QUM} Sim points of 1D0K 


BASE LENDING RATES 


Adorn S Company 6.75 
AMd tmfl Bark [CBJ 6.75 
•Hmiv Arisbadhnr 6.75 
BonkolBamda 675 
SjncoBattoo Vbcsya 675 
BankolCyonrS 675 
BorActketand 675 
SanhoMraka 67S 

Bank of Scoaand 675 
BadaysBank 675 
BrtaafWd&Hl 6-60 
•Brown Shpiey 5 Co LXJ 675 
CdtonkNA 6T5 

Ctydesdate Ba* 675 
Tho CtHJparaSvO Bank675 
CoutBKCo 675 

Cypres PtauteGUnk 675 


•• Ik 

Diaican Uwrie 675 
Exeter Bonk Untied 7.7S 
PtnenGUAOenBvh 760 
tiBobart flaming 6 Co675 
•GuiroesBUrton 675 
Hat* Bank AQ a>tch 675 
MtettitesBank 675 
hterttoblo ft Oan Vm BU.7S 
C Hoar* » Co 675 
Hongkong ft Shanghai B.75 
Investec Bank (UK) UtB.75 
fttian Hodge Stale 675 
•IsqMii Jonph A Stxa 675 
Lloyds Bank 675 

MUandBark 675 

MtiWBBminster are 

SAntatM 675 
RcyafBkofSoodend 675 


5codfah Widow Bank 675 
•anger ft flledandn 675 
•SmkhAVWminSacsfire 
Sun Banldng Gap Lid 67*5 
TS8 675 

United BwA at Kinsti. 675 
iMyliuaBorttflc 650 
Western Trust Bfio 
WNtteasy Letdfanr 675 
VodohkeBank 675 

• Mambas of London 
hwatemenl Banking 
Aaredelfon 
* tataMotamson 



Open 

Latest 

Change 

High 

Lon 

ESL VOi 

Open InL 

Sep 

9483 

9483 

♦157 

9483 

9482 

29877 

527886 

Dee 

9456 

94.06 

-019 

9456 

94.05 

27864 

465.701 

Mar 

9097 

* 94.00 

-033 

9450 

83-98 

20548 

324567 

■ US TREASURY BULL FUTURES 0MM) Sim per 10096 



Sap 

9488 

94.88 

_ 

9458 

9458 

2577 

7539 

Dec 

94.75 

94.75 

- 

94.75 

94.75 

40 

639 


Al Open tetema kgs. are tor previous day 
■ EUROHARK OPTtOH»(Uffg DUlm poms of 100% 


Sato 

Price 

Aug 

Sep 

CALLS - 
Oct 

Dec 

Aug 

Sep 

PUTS — 
Oct 

Dee 

9875 

005 

057 

054 

055 

nrw 

004 

0.14 

0.15 

9790 

0 

0.01 

0 

001 

082 

083 

085 

086 

9785 

0 

0 

0 

0 

047 

0.47 

0.60 

060 


Era. ml UU. Cms 2B» Pub 2037. Previous day* open «vu Cate M3S51 PuB 360396 
■ EURO SWEE3 FRAMC OPTIOWS (LFFQ SFr 1m poims o* lOOTt 


State 





- pure - 


Price 

Sep 

Dec 

Mar 

Sep 

Dec 

Mar 

9890 

Oil 

013 

0.17 

012 

n ttfl 

042 

9676 

nna 

005 

058 

028 

045 

058 

EH. ML tOlrii 

Drib D Puts O. Rraotoae dayHopen tot, era 3i2S Pub assa 
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MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 
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FUTURES 
OPTIONS 
& FOREX 

nrauECUENts 

WELCOME 


D 

BERKELEY FUTURES UMIK 

38 DOVER STREET, LONDON W1X 3RB 
TEL: 0171 629 1155 FAX: 0171 495 0022 
kttp^TmnrJULcBjdi 

1 


Market-Eye SSS'S,S 

I - ! d :C M 0800 321 321 


UNION TAX-SHOP LTD 

Fbr al) your tax and seB- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 



mini 

REUTERS 


Freephone 

FUTUSE5 PAGBl 



SHARES 


I INDEX 

FINANCIAL I 


-TAX FREE 

0171896 0011 ! 




Fast Fills. 


Low Rates. 



OFFSHORE COMPANIES 


9kngffiOCRAiwaiete»MridMiwil7SD 

R»U)6pagtBlBcolBurbnoraBBa«liraiil9ftiLiiLi:iMira 
BUOFUb Dawmr.u Tn^wnw rkuihhimbt 
umere RCHMDTCOOK.UC Tat ^4 in n tbs ta4iinnin 
MPUBMWfc aNnaBBaa.UM iMMtaomm 1 ra^nmne 

IBA-MSIM Hawinvn.ev— 1 TBrfTMMBU Fk.i 714IM6K7 





A ptntmsi soviet m fviurer OfSnm & 
Cxmndts wdi ifirttr access a exdaage 
Jam&Marwefl 
Til: 0171 702 1991 
Fax 0171 4006119 


iM 


»BsMb 8 quotes ^Fnexdate 
» Over 180,000 issoas * levs teailltess 
kOAfitefftote »fabwas$9/aa|! 
For tete call 44+171 6266101 ext 3a 




viuiBa^uxB^mminBLD's 

rormoracwAtcFoiEMAwro 

t L i n D t 


Liiuico sc*. 

+ 44 (OJ 171 892 3311 wuljatkliP^Hcaetmipuaa 



Fast Fills. Low Rates. 
Wliaf s the Catch? 


I 


There isn't one. That’s the way 
we've been doing business for 30 
yeare-provwfiAg outstanding 
service at outstanding rates. 

L We re BtcraUy within arm’s reach 
of many active trading pits-arouad 
the world, 34 hours a day. And in 
markets where flash fills are possi- 
ble. up to 90% of our market orders 
are executed and confirmed with 
just one phone calL 

2. We’re specialized. Liod-Waldock 
is the world’s largest futures-only 
brokerage firm. With over 23,000 
customers worldwide, we have 
built-in efficiencies that large 
volume provides, and pass the 
sawngs along to you. 

3. You're your <ywu broker. No 
cotmmsskxted broker wQl call you 
with trading recommendations. 

We give you the information you 
need, like our exclusive “Intro- 


Account" package. You mate ] 

your own trading decisions 
and save 50-70% off fufl- I 

commission gnus. I 

Call and find out for ■ 

yourself why lind-Waldock | 


FUTURES <£ OPTIONS 
ON FUTURES 


M5 


Round-turn, including 
exchange fees. Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 


I 


Name 


Address: 


Postcode: 


Itie. no (optional): 


ifa 

■auniura 


Attrai 
m-wua- 


0800-262472 tw 

Bdgium: 0 800-1RM4 
Germany: 013D-818100 
France M DO 90 83 43 
Switzerland: 08 00 55 83 38 
Denmark: BD-Al-76-55 
NftfKrtavls: 06-022-7580 
S-ederc 020-793176 
Spain: 900984416 
Others call 0171-247-170] . reverse 

duipi 

Fax: 0171-256-2445 

SSSWSSESK& | 


LIHD-mDOCX & COMFAWYj 


DEUTSCHLAND INVESTMENT CORPORATION INC. 

NOTICE OF EXTRAORDINARY GENERAL MEETING 
Notice is hereby given that an Extraordinary General Meeting of the 
above-named Company mil be held at the offices of Slaughter and 
May. 112 Avenue K liber, 75116 Paris on the 30th day of July 7997 al 
-1:30 pjn. ( Paris time) for the purpose of considering and. if thought 
fit. passing the following as Ordinary Resolutions: 

Ordinary Resolutions 

1. Tha the appointment of Electro Fleming German Managers 
Limited as investment manager in place of Robert Fleming 
Management ( Jersey ) Limited and that the proposed Investment 
Management Agreement and the proposed Termination Agreement 
in relation to the current Investment Management Agreement in the 
form produced to the meeting and initialled fcv the Chairman be 
and are hereby approved and that the directors he and are herebv 
authorised to take such action as they consider necessary lo gin 
effect thereto. 

2. That the investment restrictions in the form produced to the meeting 
and initialled by the Chairman be and are hereby approved in place 
of the current investment restrictions. 

Voting aanaHBBES far Bearer shares 

Shareholders who wish to vote must observe the following procedures: 
Shareholders must deliver the Bearer shares to the Depositary at the 
latest on 28th July 1997 by 4:30 pm. at the address given below tattn. 
Securities Dpt. telephone 322 -f 08 S4 44: telex 2J752 MORBKB), 
instruct the Depositary as to the manner in which votes should be cast 
and indicate to whom the IDRs should be tvmmed after the Meeting or 
Instruct Etuockar or Cede I to block the number of shares for which 
they want to vote and to vote on their behalf. 

Depositary: Morgan Guaranty Trust Company of New York. 

35, Avenue dcs Arts, 1040 Brussels 

JP Morgan 
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COMMODITIES AND AGRICULTURE 


More aluminium drink cans recycled 


By Kafroetfi ®oocfinfti 

tuning Correspondent 


Aluminium beverage can recycling 
- which the al uminium industry 
promotes heavily to give itself a 
-green" Image - continued to 
increase last year in Europe, Japan 
and the US. But the US industry is 
far from satisfied and is to reinvig- 
orate its can recycling campaign. 

Apart from giving the right 
image, cans provide the industry 
with cheaper metal because, if they 
are recycled on a “closed-loop" sys- 
tem (from cans to scrap and back 
to cans again) they save as much 
as 95 per cent of the energy needed 
to produce new al uminium Also, 


the capita] cost of a recycling plant 
is only one-tenth that for a smelter. 

Japan's aluminium can recycling 
rate overtook that of the US for the 
first time in 1995 and last year 
moved up strongly again, from 
65.7 per cent to 70.2 per cent. The 
jump came because more towns, 
supermarkets and other businesses 
separated waste into various cate- 
gories. according to Japan's Alu- 
minium Can Recycling Associa- 
tion. It estimated 190,391 tonnes of 
cans were recycled last year. 

This is well below the US level, 
which was about 994,000 tonnes. 
The US recycling rate moved up by 
1.3 points to 63.5 per cent. The US 
Aluminum Association suggests 


al uminium is the most valuable 
material to be recycled - the US 
industry paid about $1.08bn for 
used beverage cans last year. 

The US association has set itself 
a goal of lifting the recycling rate 
to 75 per cent by the turn of the 
century. The new target was set 
after a ch a llenge was made to the 
industry by Mr Brian Sturgell of 
Alcan, the Canadian group, who 
pointed out at the association’s 
Alumitech conference in May that 
US consumers today believe virtu- 
ally any material was recyclable. 

One of the main components in 
the strategy, therefore, will be to 
remind consumers about alumini- 
um's value. It is worth about 10 


times as much as other used pack- 
aging and the al umini um can is 
the only recycled beverage 
container to cover the cost of 
recycling. 

In Europe, excluding central and 
eastern Europe, the al uminium can 
recycling rate moved up by 6.5 
points to 37 per cent last year. This 
involved about 75,000 tonnes of alu- 
minium being returned to the econ- 
omy, according to Aluminium Can 
Recycling Europe. 

Mr Alexander Wirtz. general 
manager for Acre, points out that 
recycling rates vary from country 
to country because of variations in 
sizes of national drink can mar- 
kets. per capita consumption, alu- 


minium's share of the markets, the 
types of collection infrastructures. 
national cultures, and different lev- 
els of environmental awareness. 

For example. Sweden’s recycling 
rate last year remained at 91 per 
cent because it has a mandatory 
deposit scheme. The poorest result 
in the 17 western European coun- 
tries monitored by Acre came from 
France, with a rate of 14 per cent. 

Switzerland. Germany. Norway, 
Iceland and Finland are also keen 
can recyclers, with rates of 87 per 
cent, 51 per cent, SO per cent and 80 
per cent respectively. Joining 
France among the laggards are 
Portugal, at 17 per cent; Spain, 19 
per cent; and Ireland. 20 per cent 


Fischler stays cool under fire 


By Alison Maitland 


Everyone knows it will not 
be easy to reach Europe-wide 
agreement on refo rming the 
Common Agricultural Pol- 
icy. But yesterday brought a 
glimpse of just how intracta- 
ble the negotiations are 
likely to be. 

Mr Franz Fischler. the 
farm commissioner, 
answered questions by satel- 
lite from agriculture journal- 
ists around the European 
Union on the Agenda 2000 
reforms unveiled in Brussels 
last week. 

The questions came thick 
and fast from Athens. Hel- 
sinki. the Hague. London 
and Dublin. There were few 
common themes, little con- 
sensus and much preoccupa- 
tion with the individual con- 
cerns of each country. 

Asked about the hostile 
response of some continental 
European farming lobbies to 
the reforms. Mr Fischler 
said: “We’ve got to be aware 
that the taxpayer is asking 
more and more why we're 
spending this money, and cm 
what? The readiness of gov- 
ernments to finance sur- 
pluses in this way has also 
disappeared." 

Irish journalists wanted to 
know if the next round of 
CAP reform would be any- 
more successful than the 
1992 MacSharry reforms in 
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Franz Fischler: quizzed by journalists over CAP reforms 


making food cheaper in the 
shops. Mr Fischler said that 
was the aim - but retail 
price reductions depended 
on the level of competition 
in each member state. 

“It's up to member states 
to ensure the price effect is 
passed on by pursuing the 


appropriate national con- 
sumer policy,” he said. “It’s 
important that the reduction 
in prices should trickle down 
to the consumer.” 

From northern Europe he 
came under pressure to com- 
ment on the merits of inten- 
sive versus Don-intensive 


beef production, while from 
Athens in the south came 
bitter criticism about the 
lack of compensation pay- 
ments to the olive oil sector. 

Mr Fischler expressed 
some astonishment. “But 
there are not going to be any 
price reductions in this sec- 
tor,” he said. “Indeed, we’re 
attempting to structure the 
sector to maximise the mar- 
ket outlets.” 

Next he had to defend him- 
self against charges from the 
UK that the proposals were 
woeftiily short of a role for 
environmentally friendly 
fa rmin g. “We're coming up 
with a whole series of pro- 
posals aimed at improving 
the environmental condi- 
tions related to agricultural 
practices.” he insisted. 

The details of the reforms 
had yet to be fleshed out. 
But some fanners' organisa- 
tions criticised the proposals 
as “too environmen tally- 
friendly'". taking insuffi cient ; 
account of the demands of j 
agricultural production. 

“So 1 think perhaps we’re 
going in the right direction." 
he smiled. 

Mr Fischler remained cool 
under Ore. No doubt he saw 
the satellite interchange as a 
gentle induction to the real 
fight ahead, when detailed 
proposals are discussed for- 
mally by EU farm ministers 
in the autumn. 


Fund buying 
boosts sugar 


MARKETS REPORT 


By Gary Mead 
and Kenneth Gooding 


The normally lacklustre 
sugar futures markets in 
London and New York 
showed signs of renewed 
interest yesterday, with 
steady investment fund buy- 
ing driving up prices. 

On the London Interna- 
tional Financial Futures 
Exchange the screen-traded 
sugar contract for the near- 
est month, October, reached 
a peak of S328 a tonne in 
afternoon trading - the high- 
est since September last year 
and close to the contract 
high of $329.70. 

On New York's Coffee. 
Sugar and Cocoa Exchange 
the October contract reached 
a record 11.65 cents a pound, 
though later fell back to 
11.56 cents. 0.3 cents higher 
on the day. Specialists said 
no new fundamental factors 
were influencing the market 
and the interest was driven 
by fond speculation. 

Elsewhere on Liffe. 
robusta coffee futures for 
September rallied slightly 
after falling to a six-month 
low of $1,477 a tonne in the 
afternoon. By the close they 
had recovered to $1,505, 


down $42 an the previous 
day. That was better than 
some had anticipated, given 
that weather forecasters are 
now almost certain that Bra- 
zil's crop will escape frost 
The September contract also 
improved on the CSCE; in 
later trading it had gained 
1L65 cents to 170.50 cents a 
pound amid renewed fund 
interest 

Cocoa continued in the 
doldrums on projections of 
good crops in Ivory Coast 
and elsewhere. On Liffe the 
September contract ended 
£10 lower at £975 a tonne, 
having slipped as low as £968 
earlier in the day. 

London Metal Exchange 
zinc moved to a seven-year 
high of SL552.50 a tonne in 
late trading and also briefly 
went into backwardation - 
when there is a premium for 
immediate delivery. One 
analyst suggested some 
investment funds bad been 
squeezing the market 

Stocks of copper In LME 
warehouses rase by a hefty 
11.600 tonnes to 195,950 
tonnes. The premium for 
copper for immediate deliv- 
ery. compared with three- 
month metal, eased from 
$129 a tonne overnight to $88 
at one point By the close it 
was back to $100 a tonne. 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMPWJM. 99.7 PURITY {5 per tonne! 

Cash 3 niths 

Close 1586-89 1609.6-100 

Previous 1565-86 1610-11 


Precious Metals continued 

■ COLD COM EX (7 00 Troy as,; S/troy oz.) 


GRAINS AND OIL SEEDS SOFTS 


Close 1586-89 1609.6-100 

Previous 1585-86 1510-11 

High/low 1017-1596 

AM Official 1579-79 5 1601.5-02.0 

Kerb dose 1 

Open int 270,644 

Total daily turnover 92.565 

■ ALUMMHJM ALLOY (S per tonne) 


salt Daft Open 

price change High low W tat 

Jd 3253 -0-2 - - 1 I 

Aug 3250 -0.2 3302 325.4 34.996 97.703 

Sep 326.7 -41.1 321.7 321.7 50 52 

Oct 327.7 -0.1 331. B 327.0 1.135 11J35 

Dec 3294 -0 3 3335 329.8 10.0B5 49.145 

to 3316 -03 3362 3325 78 10272 

Total 48,052212,496 

■ PLATINUM NYMEX (50 Troy OZ.: S/troy ec.) 


WHEAT UFFE (100 tonnes; C per tonne) 
Sell Day's Open 


COCOA UFFE (10 tomes; E/torme) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME [40.0001*; oertsflta) 


Sett Day's Opan 

price change Hgb Law Voi Int 

V BOSS -065 - 236 

nr 8ZS5 -065 0230 81.60 249 3655 

n 8425 -1.00 8455 6400 178 2072 

ar 86.35 -0.90 86.75 B8.00 220 1060 

n BBSS -1.00 88.75 88.25 100 773 

md 747 8022 

WHEAT car S.OOObu min; oente/EOto bushel) 

I 342.00 +950 34150 33850 201 100 


Sad Day’s Open 

price change Mgb Low UK tat 

961 -10 97D 970 10D ID 

975 -10 985 968 3565 27,060 

1012 -7 1020 1005 2205 39527 

1038 -7 1043 1030 1J69 47502 

1052 -7 1055 1048 319 20317 

1067 -6 1071 1062 246 7587 

0302170586 


Sett Day's Open 

Price change High Law Voi tat 
65.775-0275 66200 65.675 5570 30,721 
68.700 -055 89350 68525 1816 36563 
71 100 -0625 72.100 71 050 2.691 16280 
73100 -055 73.775 73500 923 9514 

74950 -05 75525 74875 127 3529 

71500 -055 72103 71500 t38 Z61I 


13282 98222 


COCOA CSCE (10 tomes; S/tonnesi 


LEAN HOPS CME 140-OOOfos: cents/tes) 


Close 

1418-33 

1447-48 

Previous 

1430-25 

1448-50 

High/low 


1449/1435 

AM Official 

1410-15 

1440-41 

Kerb dose 


1448-53 

Open Irn. 

5.368 


Total daily turnover 

1.045 


■ LEAD (S per tonne) 


Close 

630-31 

640-41 

Previous 

642-3 

651-3 

Higft/tow 


645/634 

AM Official 

677-2B 

637.5-38.0 

Kerb dose 


645-46 

Open int 

36.431 


Total dafly tumovw 

8.649 


HI NICKEL (S per tonne) 



Jul 

421J 

+97 

422.0 

4180 

29 

335 

sm 

Oct 

JDS 2 

+3.7 

411.0 

3975 

589 

9.828 

Doc 

Jan 

4012 

♦6.7 

401 J 

3960 

36 

1070 

Hor 

Apr 

400.2 

+6.7 

396.0 

396.0 

20 

153 

Mffif 

Total 





6S4 12,186 

JM 

■ PALLADIUM NYMEX (100 Trey oz.: SAmy oz.) 

Total 


Close 
Ffrevtoua 
High/low 
AM Official 
Kerb dose 
Open int. 

Total dafly turnover 
1 TIN fi per tonne) 


6660-60 6766-70 

6685-95 6800-05 

6900/6755 

6715-10 66*2 -45 

6700-65 

50.364 

13.333 


S*u 180.00 +8.70 18030 17100 486 3284 

Dec 174 00 -6.70 171.TO 17150 75 965 

Mar 17150 -8.70 25 

Jtst 171.00 +8.70 2 107 

Total 963 4281 

H SILVB9 GOMEX 15500 Troy oz.. Oana/Poy cej 

Jd 4275 +45 4315 430 0 12 148 

Aug 4276 +45 

Sap 4303 +45 436.0 4265 5.155 61 .813 

Dec 4365 +45 4410 4315 349 15238 

Jan 4382 +45 2 20 

Mar *416 +45 447.0 *41.0 B7 9.442 

Total 5236 96236 


M 373.75 *725 37450 368.00 127 3334 

Total 24.116 84,786 

■ MAIZE CBT (SACO bu nun; cents/SOb bushel) 

-M 271.00 +755 271.00 26450 3392 2562 

Bep 247 50 +125 248.50 24455 16558 64528 
Dec 248.50 +1.75 24950 24530 42,1901*7.991 
Mar 25625 +1.75 25725 254.00 3506 28.575 
May 26125 +1.75 26250 259 00 243 5523 

Juf 26425 +1 75 265.00 26150 609 9.152 

Total 87527 ZB3. 9 BB 


Sep 1502 -2 1507 1485 5.665 28525 

Dec 1549 -3 1552 1535 ISIS 23.446 

Mar 15M -5 1587 1573 2 398 23536 

May 1605 -5 1603 1603 44 10,147 

Joi 1623 -5 1624 1618 10 1222 

Sap 1643 -5 1640 1640 - 3.705 

Total 10213100A04 

M COCOA flCCO) gOfWtnwW) 

jut 21 Price pro*, day 

My 116537 170927 

■ COFFEE LIFFE (5 tonnes: S/tonne) 


80.250 -I 81250 80200 2-795 11534 
71430 -1275 73700 713OT 1395 12279 
69330 -1 70000 69250 399 5.433 

67700 -1.1 68-500 67.550 65 1.940 

61250-0375 64.100 63200 30 1.302 

E£ 625 -0.875 67 5S 6£550 15 748 


H PORK BELLIES CME (40.0000W cents/tos) 


BARLEY UFFE (100 tonnes. C per tonne) 


ENERGY 

■ CRUDE OIL NYMEX (1.000 bands. S/barrel) 


Sep 75.75 -0.50 76.00 7630 - 33 

He* 78.25 -050 78.75 78.25 68 1,067 

Jen 8025 -0.50 80.75 8025 45 205 

Mar 8100 -050 8150 8100 12 33 

Hay 8325 -050 9 

ToM 130 1347 

■ SOYABEANS CBT (S.MKtau mfct ceaMWl bushel) 


Jul 

1485 

-42 

1503 

1483 170 626 

Sap 

1505 

-42 

1540 

1477 3£11 2ZS44 

Nm 

1435 

-40 

1520 

1472 1.758 14,028 

JM 

1465 

-42 

>505 

1445 591 4.702 

Mar 

1440 

-42 

1450 

1430 48 1279 

»*t 

Total 

1425 

-42 

- 

- - 87 

437B *3264 


M COFFEE -C’ CSCE (37,SODtos; oents/lbe) 


Close 
Previous 
High/law 
AM Official 
Kerb dose 
Open InL 
Total daily turnover 


5325-35 5300-90 

5375-85 5425-35 

5425/53M 
5320-30 5375-80 

5380-70 

14.767 


Total daily turnover 3.792 

■ ZINC, special high grade (S per tonne) 
Close 1531-32 1531-32 

Previous 1523-4 1532 5-3.0 

High/low 15*5/1523 

AM Official 1526-27 1526-26-5 

Kerb dose 1543-44 

Open hit. 96.179 

Total dafly turnover 44.722 

M COPPER, grade A IS per tonne) 


Close 
Previous 
Higti/low 
AM Official 
Kerb dose 
Open bit 
Total daiy tunower 


2395-98 2300-01 

2470-73 2327-0 

2440/2333 2325/2266 

2432-35 2313-14 

2299-300 

140.537 

59.936 



Latest 

DaYa 



ODea 


price change Mgh 

Lon 

VM M 

Abb 

1921 

♦0.03 

19 39 

19.15 37259 20860 

Sep 

1849 

+0.07 

1886 

1929 41.372 B6.I95 

Od 

1856 

+0.06 

1961 

19.50 10.475 48895 

Ho* 

19 64 

+0.08 

1965 

1856 

4.525 24225 

Dec 

19.66 

+085 

19.67 

1988 

5.482 48.590 

Jan 

19.70 

+0 05 

19.70 

19.64 

2293 25203 

Total 




1DBTO7 413,189 

M CRUDE OIL IPE fS/barral) 



Latest 

Oafs 



Open 


price change Mgh 

LON 

Voi tat 

Sep 

10.18 

+0.09 

1826 

1612 

8827 80.835 

Oct 

1125 

+0.06 

1131 

1820 

2280 28.162 

KC* 

IB. 36 

+0 06 

16*2 

18.33 

877 11258 

Dec 

1846 

+0 06 

18.52 

18.43 

515 17fl33 

Jan 

18*9 

- 

1889 

1828 

278 13.003 

to 

78*8 

+087 

18.50 

18.48 

127 5.203 

Total 





11108 155299 

M HEATING OK. NYMEX HiOOO US gafis, c/US gatq 


JM 778.50 +1.00 77930 75730 1,138 992 

Aeg 73525 -175 74450 730.00 11395 26240 

Sap 644.75 -025 65150 B38 00 1811 13.779 

Hot 601.00 +4.00 60430 39350 26226 73,409 

3m 60250 +230 B07 00 596 30 1.148 15305 

Mar 61325 +450 61530 607.50 788 5317 

Total 4*316 140758 


169.10+1025 17050 15630 4338 11318 
151.75 +530 15230 14550 1.158 5322 
140.00 +150 141.00 13630 388 1994 
13535 +335 13730 13100 146 854 


■ SOYABEAN CMLCST (60.000BJS cenaAb) 


21.60 -0.10 21.85 21.72 115 180 

21.69 -0.15 21.88 21.65 3.766 11467 

2133 -0.16 2100 2130 2734 17,643 

21.90 -020 2110 21.68 631 14333 

2111 -0.18 2140 2235 4.716 42308 

2120 -0.17 2135 2131 300 5356 

11300 104320 


May 13525 +325 13730 13100 146 854 

JM 13165 +190 13030 12930 108 400 

Sip 129.40 +165 12830 126 50 27 243 

Total 5338 21373 

■ COFFEE (ICO) (US centa/powd) 

M 21 Prae. day 

Comp, dafly 12530 129.46 

15 day average _ 13458 13527 

■ WHITE SUGAR UFFE (50 tonnes; S/tome) 


Jd 8S-8C0 +03 86200 84.500 56 380 

flog B3Zre +035 M35C B150Q ZUO 4310 

to 70375 +0275 71.100 60900 273 1.142 

Mar 69 500 -0.175 69300 69300 3 23 

May 71500 - - 71000 1 2 

Total 1445 5370 

LONDON TRADED OPTIONS 

Strfee price S tonne — Cafe — — Puts — 
M ALUMINIUM 

199.7%) LME Aug Nov Aug Nov 

1550 73 109 17 36 

1600 42 80 36 55 

1650 21 57 65 81 

M COPPER 

(Grade A) LME Aug Nov Aug Nov 

2300 105 97 54 126 

2350 76 77 76 155 

2400 56 61 105 187 


1550 

1600 

1850 


■ SOYABEAN NEAL COT (100 Ions; S/ton) 


329.7 +53 3302 325.0 1322 13343 

3233 +33 3243 3202 371 5.121 

3243 +3.7 3253 3215 310 5.773 

3193 -12 3215 3215 145 1316 

3163 -02 - - 907 

3095 +13 310.1 3093 B0 1338 


■ BRENT CRUDE 
IPE 


■ LME AM Official E/S rate: 13784 

LME Ooirinfl PS rate; 1,8775 

Spot 1 £739 3 m9s 15686 Suite 13S30 9 alls 15576 


Latest Day's 
price c ha nge ngh 

5165 +030 5175 
5125 +036 53.30 
5193 +036 54.00 
5*90 +041 5*95 
55.75 +0.41 55.B0 
56.40 +0.46 56.40 


■ HIGH GRADE COPPER (COMEX) 


Open 

Lon Vtri int 
5115 0546 26328 
5170 7.691 31340 
5150 2356 23568 

54.49 1317 16.606 
5530 1.775 17.101 
56.00 1.096 14303 
25372154371 


Jul 

2775 

+22 

2782 

2712 

2258 1237 

■ SUGAR nr CSCE (iitaootoK cents/tosl 

A aq 

245.7 

+0.1 

248.7 

241.8 

9281 25,470 






Sap 

2212 

+12 

223.0 

2180 

2.770 17261 

Oct 

1129 

+023 

11.85 

1121 5268 92.107 

Oct 

202.5 

+1.7 

2022 

199.0 

1,071 14268 

Mv 

11.77 

+027 

1122 

1123 G2<8 *9,409 

Dec 

195.7 

+22 

196.5 

192.0 

5.813 39222 

Mqr 

11.66 

+OZS 

11.67 

11.44 1236 10340 

Ja> 

193.5 

+12 

194.5 

191.0 

436 5241 

JM 

1125 

+0.21 

1126 

1127 78 5.421 

Total 





23232 118,161 

Oct 

11.46 

+023 

1150 

1120 169 2245 

■ POTATOES LUTE (20 tonnes: E per lonne) 

Mar 

Total 

1136 

+023 

‘ 

1 735 

13228151207 


73 

109 

17 

36 

42 

80 

38 

55 

21 

57 

65 

81 

Aug 

Now 

Aug 

Nov 

105 

97 

54 

126 

78 

77 

76 

155 

56 

61 

105 

187 

Sep 

Nov 

Sep 

Nov 

73 

110 

118 

237 

57 

95 

1S2 

276 

45 

82 

190 

317 

Sep 

Dec 

Sep 

Dec 

22 

73 

47 

61 

15 

61 

66 

74 

12 

51 

67 

88 

Sep 

Oct 

Sep 

Oct 

64 

90 

41 

- 

37 

66 

- 

- 

22 

43 

- 

- 


LONDON SPOT MARKETS 

■ CRUDE Ott. FOB (per band) +or- 



SeB Days 


0PM 

■ Gfl 

lS OIL IPE (S/tonne) 



take Mange Hfgti Low 


H 


Sett Days 

Open 

JM 

10990 -iro 10920 10820 

353 

4.144 


price ctanp High Lew 

VOI tat 

tag 

10735 -1.70 108.20 106.30 

79 

3.528 

Aug 

163.00 +020 1W.00 16225 

5.029 18.484 

Sep 

1QB.B5 -LTD 100.10 105.85 

4.705 21.569 

Sep 

164.75 +4L50 165.75 164.00 

3.730 10.305 

Oct 

105.65 -1.40 106.00 105*0 

20 

1,434 

Oct 

16780 +0J0 187.75 166.75 

857 A 871 

Mb* 

1Q5J0 -1.65 10520 10500 

24 

1.231 

Km 

16875 +050 16925 16820 

689 5.756 

Dec 

10425 -140 105 00 10330 

528 

7.701 

Dec 

17025 +4L50 17075 17100 

402 10.477 

Total 


5277 47206 

Jan 

17180 +080 171.25 171.00 

114 6.469 

PRECIOUS METALS 



Total 


11*419 70882 

■ LONDON BULLION MARKET 



■ NATURAL GAS IffMH (lojxu imnu; aumBuM 


Nm 55.0 +6.0 60.0 603 - 9 

Mar 710-73 

Apr 813 -8.0 893 81.0 94 1,107 

Hay 910 -7.0 2 

Joe 1020 -73 - 

Total 88 1,118 

■ FRBGKT (BIFFEX) UFFE ISIQ/lndex pewit) 
Jot 1305 -10 1310 1300 44 991 

Aeg 1250 -28 1250 1245 89 940 

Sep 1275 -23 1275 1270 42 343 

Oct 1391 -27 1405 1389 5* 1332 

Joa 1425 -8 1425 1425 - 166 

Total 234 3,782 

Close Pier 
BB 1353 1382 


COTTON NYCE (50,QQ0ftJs; cents/lbs) 


Cuba! Si 7.11-7.16 +0.150 

Brent Blend (dated) SI 839-8.49 +0.300 
Brent Blend (Sep) Si 8 19-3 23 +0.160 

W.T.L Sl9.S5-9.57w +0210 

M OIL PRODUCTS NWEnrompt defrioy Or Itunfl 


Od 7458 - 75.10 74.50 384 11395 

0w 7438 - 75.15 74.45 3379 *3,653 

Mar 75.85 - 763 7 7580 713 9.653 

May 7630 - 7680 7660 79 1536 

Jtd 7695 - 77.00 7780 25 1.497 

Od 75 00 -0.03 75.00 7530 1 316 

TOW <2« 7W7 

M ORANGE JUICE NYCE (15.000#* centa/tos] 


7195 -1.05 75.40 7350 812 19391 

7630 -110 77.70 7625 183 7.113 

7950 -0.90 8080 7950 224 1910 

8230 -1.00 8400 8150 59 1034 

8580 -055 8550 8550 33 020 

8835 -055 - - 10 97 

1358 31313 


GoWfTroy oz) S pnee £ equiv SFr eqwv 

Close 327.7532835 

Opening 32848325.70 

Morning fix 32800 194.790 432.643 

Afternoon rtx 32335 195.527 486.795 

□ay's High 32680-329 10 

Day's Lw 325.1O-32S.40 

Previous dose 32650-32730 

Loco Uhi Mean Gold Landtag Rates (Vg USS) 

1 month _....358 6 months 3,60 

2 montns .3.43 12 rrwntha 3.84 

3 months _3.56 

SBver fix p/troy on us eta equiv. 

Spot 255.75 428.00 

1 months 259-40 432.75 

6 months 263-45 43835 

1 year 271.40 448.15 

Gold Coins S price E equhr. 

ttugerrand 323-325 1 93-194 

Maple Leaf 

***» Sovereign 78-78 45-47 


£ equiv SFr eqirv 


194.790 401543 
T 95.527 486.795 


Latest Day’s 
price c han ge 
2.126 +0.041 
1085+0027 
1100+0 025 
1250+0.030 
1395 -0018 
1430-0033 


Ifigh Low 

2130 2078 
1090 2.Q55 
2105 2061 
1250 2220 
1395 1370 
2*40 1400 


Open 
Voi M 
22397 29580 
13.893 30,710 
5563 24,316 
1585 11825 
1,466 15507 
1308 15,925 
51 388205434 


FUTURES DATA 

AU Mums data aupptad by CMS. 


VOLUME DATA 

Open interest and Volume data shown lor 
contracts traded on COM EX NYMEX. CBT, 
NYCE. ChOs. CSCE and IPE CnxJe Oil are 
one day In arrears. Volume & Open Merest 
totals are tor all traded months. 


p/tray qe. 

US as equiv. 

Aug 

255.75 

428.00 

Sep 

258AQ 

432.75 

Oct 

263/45 

43885 

Nov 

271.40 

448.15 

Dec 

S price 

E equiv. 

Jan 

323-325 

193-184 

Tntal 

76-78 

45-47 



■ UNLEADED GASOLINE 

mtmEx taiooo us gat, c/US gate.) 

Latest Day's 

price change High Low 
Aug 60.00 -OXM 60.65 59.70 

Sep 57 75 +0.13 5810 57.60 

Od 5610 +0.18 56-40 55.30 

Hov 55.40 +0.33 5540 55.40 

Dec 5580 +033 5620 55.00 

Jan 55.15 +628 55.15 5600 


Low Vd 

59.70 11397 ; 
57.60 8.139; 
55.X 13« 
55.40 204 

55.00 576 

5630 391 

22.716 


Minor metals 

European free maift*. from Metal Buttotia 
S per to In warehouse, unless otherwise 
staled (last vreeW's In brackets, where 
changed)- Anttmony: 99.65%. S per tonne, 
1,950-1040. BfaunutlcnWL 9939%, tame 
lots 336-335. Cadmium min. 99.95%, 
cento a pound. 48.00-5830. Cobalt MB 
free markeL min. 89.8%. 22.15-23.50 
(22.0O-23.5O); min. 99.3%. 1930-20.00. 
Mercury: min. 98.99%. & per 76 to flask. 
150-160. Molybdenum: drummed mofyb- 
Ctc oxide, 4.40-1.56 (4 AS-4.6GL Setemare 
min 99.5%, 130-2.90. Tungsten ore; stan- 
dard min. 65%. S par tonne unit (lOkgj 
WO„ of. 45-55. Vanadium: mfe. B8%. OF, 
3.98+4.02 (395-4 00) Uranium: Nuexca 
unroGtriaed exchange value. 9.70. 


yrarago 

19873 


INDICES 

■ Reutara (Base- IB/9/31 - log 

JU 22 Jui 21 month age year ago 
1884.4 18973 1992.0 19873 

■ CRB ftrtnrea iBaaer 1967 - 100) 

<lul 21 Jd 18 month egn year age 
234.19 234.19 

M GSa Spot (Base: 1970 -1QQ) 

Jul 21 Jul 18 month age year age 
182.76 184.2B 1&4.19 138.54 


year ego 

138.54 


LME WAREHOUSE STOCKS (toMaa) 


Aluminium 

-L750 

to 

64&9ZS 

Atomnum alloy 

-240 

to 

56,160 

Dapper 

11,550 

10 

195.950 

Lecu 

+185 

to 

110800 

Mcfed 

+6 

to 

54 078 

Zinc 

-4,725 

ID 

406325 

Tin 

-205 

to 

11.6+0 


Plwnun Gascflne 

SI 97- 199 

+3 

Gas 03 

S1B3-1BS 

+0.5 

Heavy Fuel OS 

S83-85 

-1 

NapWia 

S1B3-186 


Jet fuel 

S178-180 

-1 

Dwsd 

5166-168 


■ NATURAL GAS (Peneafttein) 


Sacron (Aug) 

9.60-9.70 

-0.15 

Patrobum Ai&*. Tel. London |D77j; 359 BJP2 

IPE (Aug) 

9.700 

-0.080 

■ OTHER 



Gold (pv troy oz)* 

S328JX) 

+1-25 

Sifvor (per troy (K)* 

436.00c 

-an 

fftainuni (per boy ot) 

S421.00 

♦7.50 

Palladium (per tray oj.| 

S198JS0 

+750 

Copper 

H5hC 


Lead (US prod.) 

45 roc 


Tin (Kuala Lumpur) 

I3.87r 


Tin (New York) 

255£ 


Come (live wag**} 

97.59P 

-22r 

Sheep [Bve weight) 

tldlOp 

-1.81* 

Pigs (five wwgtujT 

82.6Gp 

-6.92' 

Lon. day sugar (row) 

5375.00 

+020 

Lon. day sugar (wm| 

S336.50 

+1.70 

Bartoy (Eng. feed) 

Unq 


Make (US No3 YeUow) 

£109.00 


Wheat (US Dark North) 

Unq 


Rubber (Augjf 

59. SOp 

-1-50 

Rubber (Sep# 

Sl.OOp 

-1.25 

Rubber IKLRSS Not) 

240.0* 

+150 

coconw on ms 

575. Dy 

-22.5 

Pafcn 02 (Malay 

587J5z 

-150 

Copra fPWl)§ 

S395.0 y 

-23 

Soyabeans (US) 

195.0 

-2.0 

Cotton Outfcpck’A 1 index 

81J5c 


Wbofioos (64g Super) 

433p 



COMMODITIES NEWS DIGEST- 


Breakwater in 
two zinc deals 


Breakwater Resources of Canada is digging “ 
zinc production with two deals in two days. The compan>. 
which already has two mines scheduled to produce 120,0i» 
tonnes of riw , 22JOQO tonnes of lead and 2m ounces of sil- 
ver this year, is to buy the assets of the Bougrine lead- 
zinc mine in Tunisia, which closed last year because oi 
low prices, as well as the El Toqui zinc-gold mine In Chile. 

Breakwater will pay US*l9.3m for Bougrine and will 
spend S7m to upgrade IL Bougrine cost SSOm to develop 
and lnmet of Canada, which owned 4$ per cent, has 
already written off all its investment. In 1995 Bougrine 
produced 75,768 tonnes of zinc and 9,386 tonnes of lead. 

El Toqui has three mines, two at present out of produc- 
tion. The third, Dona Rosa, last year produced 32.423 
tonnes of zinc and 6,250 ounces of gold. Breakwater, 
which is paying Barrick Gold 86m in cash, putting in 
working capital and paying a royalty on El ToquTs out- 
put, said tiie two deals will increase its proven and prooa- 
I ble zinc reserves by 50 per cent as well as boost earnings 
1 and fltaftfi flow. Kenneth Gooding 


M TURKISH MINING 

Eurogold denies suspension 


Eurogold, the joint venture company developing Turkey s 
first gold mine, yesterday denied that it was suspending 
operations an the orders of the country's supreme court. 
Mr Jack Testard. the general manager of Eurogold, said 
he had received no official communication from the court. 
He said construction work at the mine was continuing 
normally and that he expected production to start at the 
end of the year as planned. Eurogold plans to produce at 
least three tonnes of gold a year. 

Eurogold is two-thirds owned by La Source, a joint ven- 
ture between Australia’s Normandy Poseidon and BRGM. 
France’s privatised geological survey, lnmet Corporation 
of Canada owns the remaining one-third. 

The company has invested $l5m in the project but has 
run into fierce resistance from local villagers, left-wing 
politicians and environmentalists alarmed by its planned 
use of cyanide to extract gold from the ore. 

John Barham. Ankara 


■ OIL EXPLORATION 

Greece signs agreement 


Greece yesterday signed an exploration agreement with a 
consortium of international oil companies to prospect in 
western Greece. Development ministry officials said the 
companies would invest over S37m over the next six years 
in exploring two separate concessions. 

Enterprise Oil of the UK; Union Texas, the US producer; 
and MOL of Hungary, are to prospect two onshore blocks 
in the north-western Peloponnese and Epirus, south of 
Albania’s oil-producing region and drill exploratory wells. 
Greece's state-owned oil exploration company, DEP-EKY, 
will have a 12 per cent stake in the consortium and would 
participate in developing any oilfield discovered, the offi- 
cials said. JTmn Hope. Athens 



CROSSWORD 

No. 9,434 Set by DOGBERRY 



ACROSS 

1 Seamen having twinge go 
into transport at appear- 
ance of flag (4-8) 

10 Estate, finally, is hers, per- 
haps (7) 

11 Ignorant as a Parisian 
accepting a fight (7) 

12 Dignified rejection of alco- 
holic drink (5) 

13 Former king and queen 
receiving third letter from 
Your Majesty (8) 

15 Sailor leading an archer a 
dance (10) 

18 He’s something of a hypno- 
tist (4) 

18 Drink fire (4) 

20 Small house master is on 
film going to and Iro (10) 

22 A number in moist sur- 
roundings, something like 
us (8) 

24 Composer left in the army 
(5) 

26 Instrument of Coin or Abel, 
initially (7) 

27 Take part in race, backing 
Spectator against dancer 
(7) 

2$ Licence arranged in 
Southern Antipodes (12) 


5 Make it safe to use latrine, 
maybe (10) 

6 Get to know force field first 

_ (5) 

7 Face City model, in a man- 
ner of speaking (7) 

8 Provider of poor education? 
(7.6) 

9 Wildly overstate price, 
wanting a sort of exhibi- 
tion (13) 

14 Uproot rising terrorists 
Ulster nurtured (10) 

1“ Worker securing job as a 
hermit (8) 

19 Order many male fish out- 
side (7) 

21 Cry of the unspeakable, 
loathly, misshap- 
en.... (M) 

23 — gastropod, head to foot 
in claws (5) 

25 Obligation at our expense 
H) 

Solution 9.433 


E p* tour* miesa tawnt •ssku. p penca.'kg. c omo/u. 
r nfiflc*+5 m UMysdfl SmWVj. y M'Aug. ; Nj* w Sn 
tfcmmn Pn/^ji § at Rbkm ton X fitAn mvfcat 
ec*. • Chang* on ««A Ttort on sr? hand o* wta. 


DOWN 

2 Origin of the fixer’s control 
mechanism (7) 

3 Wine-Induced memories lin- 
ger on (8) 

4 Ignore the question but get 
through the exam (4) 
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Footsie recovers ground after two-day slide 


FTSE AB-Shar© Index 
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MARKET REPORT 


By Peter John 

Leading UK equities traded 
brightly yesterday with dealers 
adjustliig to a two-day slide that 
bad seen the blue-chip index fall 
about 200 points from its intra- 
day peak. 

Footsie opened 12 points up on 
the previous day’s close and 
maintained a firm trend. Then, 
support in the afternoon from a 
strong start by the Dow .Jones 
Industrial Average, gave another 
lift which saw the UK index dose 
41 up at 4.846.7, just below its 
' high of the day. 

The second-line indices were 


less fortunate. The FTSE 250 was 
marginally weaker, ending 2.3 
lower at 4,461.8. and the Small- 
Cap was only up 0.5 at 2189.0. 

Turnover by 6pm had reached 
879.3m shares with 56 per cent of 
the volume traded in Footsie 
stocks. 

It was helped by massive put- 
throughs in GrandMet and Guin- 
ness as Mr Bernard Arnault, the 
chairman of LVMH. shifted hold- 
ings in the two companies in 
what was seen as an attempt to 
destabilise their merger plans. 

Market nerves were steadied 
from the outset by Monday 
night's close on Wall Street, as 
well as an International Mone- 
tary’ Fund report which said UK 


rates might need to rise less than 
commonly expected to prevent 
the economy overheating. 

Both equity and government 
bond traders largely ignored the 
impact of sterling, which was 
moving up towards levels not 
seen on the exchange rate index 
since the Gulf war seven years 
ago. 

Footsie rose smartly to record a 
30-point Improvement during the 
morning as institutional inves- 
tors and marketmakers began to 
discount the impact of any nega- 
tive repercussions from last 
night's Humphrey Hawkins testi- 
mony in the US. 

In December, when Mr Alan 
Greenspan, the chairman of the 


US Federal Reserve, last com- 
mented on the state of the econ- 
omy, his remark about ‘'irratio- 
nal exuberance” in financial 
markets prompted steep slides in 
equity prices. 

But most strategists expected 
that yesterday's statement, due 
after the UK market closed, 
would be more circumspect. 

In the afternoon, the Dow was 
up smartly during New York's 
first hour of trading in spite of a 
sharp fall in IBM, prompted by 
the company's interim earnings 
figures. 

That strength gave scope for 
further gains In London. 

Mr Jonathan Stubbs, UK equity 
strategist with HSBC James 


Capel, said: “We have institu- 
tional cash Hnirfing s at a historic 
hi gh of 7 per cent compared with 
the average of around 3.5 per 
cent. 

“We have merely got back to 
the strategy of buying on any 
consolidation we see in the mar- 
ket.' 

The rally was helped further by 
encou raging figures from Smith- 
Kline Beech am, the pharmaceuti- 
cals group, nnri the arrival in the 
market of Billiton, the mining 
group, which made its trading 
debut with a market value of 
around £4.6bn. 

Ho wever . British Airways was 
dragged lower by downgrades 
and strike concerns. 
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GMet 
boosted 
by LVMH 


By Joel IGbazo and 
Martin Brice 

Drinks and spirits giant 
Grand Metropolitan was 
centre stage as LVMH. the 
French group, raised the 
stakes in its attempt to influ- 
ence the proposed £24bn 
merger of Guinness and 
Grand Metropolitan. 

Dealers acting for LVMH 
moved into the market in 
early afternoon and, by the 
close of business yesterday, 
had acquired at least 2 per 
cent of GrandMet. taking its 
stake above S.4 per cent. 
Dealers said LVMH had been 
seeking three GrandMet 
shares in exchange for two 
Guinness shares and 20p 
plus cash to the value of one 
GrandMet share. 

Turnover in Guinness was 
47m shares, making it the 
third most actively traded 
stock in the FTSE 100. 
GrandMet. in which 118m 
had been dealt by the close, 
was easily the most active 
Footsie constituent. Turn- 
over included a single trade 
of 47m shares at 630p a 
share. Guinness closed 9Va 
off at 598p while GrandMet 
put on 16 to 622p. 

Speculation in the market 
suggested that Mr Bernard 
Arnault, the chairman of 
LVMH who resigned from 
the board of Guinness on 
Monday, might sell more of 
his holding in the UK spirits 


giant. The French company 
held a 14.2 per cent' stake in 

Guinness before reducing its 

holding yesterday. 

The pharmaceutical 
reporting season began with 
SmithKline Beecham turn- 
ing in a performance that 
saw the shares gain 49 to 
£12.19 : =. The driving force 
behind the advance was 
helped by the announcement 
that it would help market 
Baycol. the cholesterol -low- 
ering agent from Germany’s 
Bayer in the US. The stock 
figures prominently in US 
investment portfolios and 
there was said to he US buy- 
ing interest yesterday, 
driven partly by hopes for 
Baycol in the US market. 

Mr Kevin Scotcher at Nat- 
West said: "Baycol is a very 
significant event, and is 
material to the earnings pro- 
gression cm the company." 

Analysts said the market 
was looking past the effect of 
the strong pound on the 
company's profits, which 
came in ahead 4 per cent in 
the second quarter at £356m. 
If currency factors were 
stripped out. the profit 
would have been E39Sm, an 
underlying increase of 16 per 
cent. The company also 
announced a one-for-one 
share split. 

The positive sentiment 
spread to Glaxo Wellcome, 
which rose 19' » to OMUL 
However. Zeneca, which has 
been subject to a series of 
currency-related downgrades 
which yesterday Included 
Lehman Brothers, was off 
l6'-'z at £20.85. 

Medeva, on which Merrill 
Lynch has downgraded its 
earnings per share forecast 
for this year by 9 per cent 


due to the effect of the 
strong pound, gave up 4 to 
212p. 

The worst performer in 
the Footsie was British Air- 
ways. The shares lost 34' z or 
5.2 per cent to 628p. Senti- 
ment was hit by reports of a 
change in recommendation 
by Deutsche Morgan Gren- 
fell. The broker was said to 
have moved its recommenda- 
tion on BA to neutral from 
overweight and shifted its 
view on Lufthansa to over- 
weight from neutral. 

Analysts at DMG were 
reported to have said the 
change was largely a result 
of currency factors, which 
are affecting the two compa- 
nies in opposite ways, with 
the weak mark benefiting 
Lufthansa and the strong 
pound hitting BA 

While DMG's change has 
little to do with the costs of 
the recent three-day strike, 
analysts in London are 


expected to downgrade cur- 
rent-year profit expectations 
to reflect the industrial 
action. 

There were also whispers 
in the market suggesting 
last week s industrial action 
may be continuing to affect 
“premier traffic" at BA. One 
analyst said: "If this is true, 
then the costs of the strike 
will have been far greater 
than we had anticipated." 

EMI finned 171-r to 784p 
and Thorn rose 4''* to 169 : . >p 
following their commence- 
ment of a buy-back designed 
to return £587 m to share- 
holders. 

EMI said it had discovered 
an additional 34 US letters of 
redemption for its B share 
offer, which brought the rate 
of acceptance of its offer to 
S4.82 per cent of the B shares 
available. 

Billiton, which starts trad- 
ing officially on Monday, 
rose a penny to 221 p in the 


FT 30 INDEX 
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FT 30 3072.5 3061.5 31057 3128.1 3128 1 2713 -J 3128.1 2666.8 
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Rices and Mb* 

Total Rises 637 

Total Fab 754 

Sara 1.683 


52 Week highs and lows. UFFE Equity options 
Total Highs 46 1 Total contracts 50,477 

TOM LOWS 104 ; Calls 24.939 

1 Puts 25.538 


Jul 22 *Oata baaed on Equity shares feted on the London Share Service. 


THE TOP 1 000 WORLD BANKS 

NOW ON SALE 
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UK Price £9.95 


the banker's July issue, 
containing The Top 1000 
World Banks listing is now on 
sale. Now in its 28th edition it 
is universally regarded as 
the industry's definitive 
benchmark. 

The Top 1 000 rankings are the 
only ones based on The Basle 
Definition of Tier One Core 
Capital revealing the true 
standing of every major bank 
worldwide from capital 
strength to profitability to 
return on assets. 

Scrupulously researched, 
rigorously analysed and totally 
independant. Quite simply - 
the BANKER Top 1000 World 
Banks listing gives the 
complete picture on global 
banking. 


AVAILABLE TODAY FROM ALL 
MAJOR NEWSAGENTS OR... 
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building materials group, 
eased to 47 i .p after Teather 
& Greenwood said: “It is 
hard to be more than a 
holder short-term." Mr David 
Taylor, at the broker, told 
clients the company "is 
attractive on a medium-term 
view and we suspect that 
co n c er n over a minerals tax 
in the UK is overdone". 

Menvier-Swain put on 7lk 
to 237V^} after the electrical 
group announced a strong 
profits advance and said it 
planned a share buy-back. 

Biocompatibles ach ieve d 
the biggest fall in the FTSE 
25Q when its shares shed 98 
to £10.06 on fears for its 
agreement to supply US 
pharmaceuticals group John- 
son & Johnson with its coat- 
ings for medical implants. 


LONDON RECENT ISSUES: EQUITIES 

issue Arc Mkt Close 
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when-issued stock after its 
over-subscribed placing, giv- 
ing the mining company a 
market capitalisation of 
about E/LBbn. 

The stock is expected to 
enter the FTSE 100 after the 
quarterly meeting of the 
index committee, due in Sep- 
tember. 

1CI was up 4Vi to SZlVip 
ahead of interim results 
tomorrow with US interest 
said to be a feature. Suth- 
erlands has told its clients 
that US buyers hold about 16 
per cent of the stock, and 
their support “reflects 
enthusiasm over the corpo- 
rate overhaul, and should 
underpin the price for now”. 
However, the broker warns 
that the rating is “looking 
toppy on even the most opti- 
mistic valuation”. 

The broker has also 
suggested clients buy BTP, 
which finned to 285p. 

UK food distributor 
Booker advanced IT:, or 7 
per cent, to 2&3' : p after UBS, 
one of its house brokers, reit- 
erated its positive stance on 
the stock. 

The shares have been 
weak recently, having fallen 
from a 12-month high of 
417 l, ip to a low of 27ff.ip after 
exceptional charges dragged 
1896 profits lower. 

A statement in the last 
hour of trading from Save 
Group helped the shares 
reverse an earlier decline. 
They eventually closed IS 
up at 59 , =p. 

The company said it had 
noted the recent fall in the 
market price of Save's 
shares for which it knew of 
no reason. 

There was a two-way pull 
in retailer WH Smith, which 
left the shares marginally 
firmer at 365 ! '=p. 

However, Nat West Securi- 
ties does not rate the Shares 
and has urged investors to 
reduce holdings. “We believe 
the steep share price decline 
is merited by the difficult 
fundamentals.” 

Aggregate Industries, the 
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FINANCIAL TIMES WEDNESDAY JULY 23 1997 

Highs & Lows shown on a 52 week basis 
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13 1810090 55ft 

06 40 BO01 22,% 
15 53 u13% 

09 2603 5,1 

14 44 1353 4?ii 

16 67 4447 58,1 

33581 429% 
59 13 121 26% 
76 28 20ft 


SI 

*% 


48ii <Bli -A 

29j: 30% -ft 
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<u aq 
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SPECIAL 
DISCOUNTS ON 
FINANCIAL TIMES 
CORPORATE 
SUBSCRIPTIONS. 
CAU NOW FOR 
DETAILS. 


Chris Bums 
800-628-8088 (US) 
800-628-0007 (Canada) 
212-752-4500 
Or &*: 212-308-2397 


FINANCIAL TIMES 


060 1 7 8 3114 36% JSft 36,1 

U 18 589 *'2 *A 

Sft 37Bahn#nln 0.« 1 2 17H00 48 48 % 48% 

Eft 4Z% Beano 652 1 0 23 5441 54% D% 54% 

21% lB%BflW>iTIII I ® 5J) 16 117 lflft 19% 18ft 

Tttj 56% 34UU 186 4JJ 1610583 74% T1% J*ft -fli 

’0|J 13ft Beflin 13 J13 17% ijjj 17% 

48, 38%8aSDi* 7 44 18 I814SS 47U 46% 47}j -2 " 

45ft 33% Hah A 0 44 ID 20 531 44% 43% 44% -% 

45% 33% Bants 080 1 A 24 fid «!3 44ft 44% 

W-4 63% Bern) 4 3P 430 BJ 2u60>4 W% 89% 

75% 59% Baid 108 39 14 1904 70% ©% 70ft ♦% 

03% 22% B»adi A » 0.40 1 2 2DJ100 32% 32% 32% 

% ftBengudB IS 6 ft dft ft 

31 0.46 1.7 19 an 2X& KlI IB S -% 
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I624 ioeaeowffl 24 1599 1570 15® +20 
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15% 7%BtsBuy 3788 13ft 13% »3ft it 
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53% 49% Banna PJ 500 a* 10 53% 53% S3% 

10% 7% Bans 3247 iQft 9% 10% 

67% Bam ISO 14 30 2621 62ft S9fl 62% 

17ft 12% BwEn 28 4107 I6,'« ISiL I6>'t 

41% 25% BG ADR 7G 41% 41% 41% 

2212 I7%smey«l OUB 04 13 311 21% 7)% 31% 
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8 8%BcVn*A*-* 0B3 6 9 66 u9 8^ 9 

6H 6% actoddnci 056 63 1361 u6ii 6,’i 9% 
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46 37% Bkut A B51 11 15 ST «>; 44 44 

10% aBuefliY** 1 .00103 216 9a 9% 9% 

3% 2%acoreen 801 3% 2% 3ft 
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30% 28% BoseC 060 15 3861 ja 35% 37% *2'. 
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" 46 46% -% 


a 44 ID 

IBB 54 14 3262 34fi 
U2 19 13 216 46% 

0.16 03 32 1104 16U 10% 19U n’t 
049 17 13 90 18ft 17% 17% •% 
is*. — 


®% 51 Ij* Csnffm 
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48% 35% COW Sn ® 988 47ft 45ft 47% -ift 

57% 43% QBSI 040 07 12 1660 56iJ 55% 56R -1ft 

72% 51% Coca C 0S6 OB 4334141 7D% 68fi 70% -1R 

28 15R CoctEn 01D 0.1 68871128% 27% 28% -ift 

18% 11% DOM OM 015 11 1252 13% 13 Uft -% 

44% E%Qoa 012 03 28 5003 42% 41% 43% -1R 

19% 11% Cdenon 97 Uft I6ij iS|* -% 

74% 45C4fD MO 15EB295 74% 70% 73ft -|R 
10% g%cnu*4i as4 tn 74 ivJ ioR ioR -ft 
8% 7% OWH* OSS 6S 121 U8l : B,i 8ft 

7% 7% Com* 168 09 7fi 7% y” 

7*6 0S1 07 80 u7% %l 7.4 

72% SCdliS IDO 14 15 2911 70% Wl! 70,; -% 

447, 30% CtttCA 094 Ol 1450644 33% 31% 33% -% 

E% 19% MW? 158 06 24 S6u23% 29ft 23% 

29ft 18% Caodbco 019 07 19 1103 20ft Z7ft 28ft -% 

73ft 51% Greta 1.72 U 18 3474 72% 71% 72% -ft 

1611%CM**t 054 30 15 113 I5I2 I5>4 15% 

32% Z7% Cond Md 1 0S2 1.7 12 13S 31% 31 31% -% 

25% 24QmE610i ISO 7-7 S 24% 24ft 24ft -ft 

2G% 24% QbbECJDi 200 70 3 10 26 25% 25% -ft 

16% 8%CMW»ft!f 117 16 15% J6 

l33fl 71 CnotB) 2634103 131% 128ft 131% -2% 

10% lOftDntA 267 U% Uft 12% -1 

H% 37%DffA8S BID 02 78 7307 64% 63% 64ft -1ft 
32 i. 5BQnp5cl* 30 3030 747, 73% 74 

4S% 16ftCooplift 005 01 ® 873 41% 42 42% -ft 

24% 16%Carad 017 07 29 1388 23 22 E% -% 

14% 6%CanatKW 7 674 lOfi 'Oft 'D% -ft 

68fJ oaortgra 108 Ifi 25 4269 87% 85% S! -ift 

25% 20% ComadMi 102 89 14 72 22% ZlR Eft -ft 

24% 21Cft«in* 102 57 13 76 23% 3% 23% -% 

72% B8% CnOE4fi5 1 4 ES 6.4 z20u72% 72% 72% 

E% 2i CoreEd 110 69 104144 30% 30% 30% .% 

74% « On Ed PI 1 500 69 7 73 72 ft 72ft .ift 

1 9fl 3 3 16 1SS2 u5B,c 57% 5Bft -% 


58ft 47% CflCRHS 1 
S9% 47% tetfap 
39% 24% testers 
437, 30%Conaeeo 
61 SS% CEgy4i8 
nn% 93 CEO 745 
16% T4%Ccn»MMs 
B% B% ten HPIt 
24% 15% CHdCoi 
53% ffl Cod* 


108 20 19 1491 58% 5fi% 58, 'J -Ifi 
32 2741 ii38% E 38% -ft 
Oir OJ 19 9959 40ft 39|« 40ft -ft 
416 7 J d 57% 57% 57% 

745 7.4 an ©ij 100% 100% 

ms 10 287 UlBft 16ft 16ft •% 

IE 141 S3 9% Oft 9% -ft 
14 666 33% 22% 33% -1ft 
TE 26 16 6339 51ft 49% 51ft -111 


1997 

0* LmtEtKk 
24% lacnanrTU 
24R 12% Cow w 
57% «i 2 Crw 
e;%33%aw!9 
J4% 24%MeCri 
23% 24% CcuMtfr 
Eft 14% team 

ie u% cog 

44 27% am 
18% ld 7 j tentt* 
46,; M% CrflFn 
18% 12% Craff* 

2% 1%C«LJ0RB 
24% 17% cmoniSK 
59% 47% teraD* 
27% 19% CUM 
12S’, ! 56% tern 
80% 44%CumnEn 
11% 10% Current M 
S!% 49'i CwtoSS. a 
14 11%CVrtea 
56,; 39 CVS > 

10!! 11% CipSn 

36% 21% CypAmii 
42% 337, Cite* 


nt n a ora 

Hr % E 10b a* bra Owe 

OJ4 1 4 18 9184 DZS 24 34% 

024 ID 17 1© 24% 24fi 24% 

108 13 15 4386 uStlft 67 50ft 

072 10 34 5328 61% 59% 61% 

OE 10 12 3107 S% 31 ii Eft 

124 44 X 183 28> 2 M% 28% 

2835 21% 20% 21ft 
2 K ISft 1S% 15% 

050 1.1 19 638 43|2 42% UR 

044 14 21 17 16 17% 18 

1 16 IS 21 2555 « 45% 457, 

140 8.0 14 8© 17% Uft Uft 

004 II 3 X Ug 1% 1% 

005 02 2885 23% E% 23% 

100 21 3>ig» 43,% 48 48% 

59 20151 24ft 23% 24% 
« 351(0% 1BZ% \C3% 
1 10 14 19 2691 SOI* 79% 79% 
QE 72 12 17 lift 11% Uft 

100 10 is a 61% 61% 61% 

1.16 80 11 54 13% Uft 13% 

0.44 00 4382 52% 51% J2% 

3843 IS U% IS 
000 32 45 1195 25% 24}J 25,; 

17 1139 39,t 37% 39% 


25% 22%DH.Kia4l 
41 2% BafcsSflU 
40 30% Dm* 

32 J3 Barter Co r 
left H%04mo4 
9% 6% Daruan 
31% u% DaBGn 
3ft % taaport 
58 35% Damn 
1% iiDDLB 
11% SftDeAsaAER 
49% 31 DraiFoods 

8% 8% DtanHSi » 
60% 39% Deere* 

20% i6%oem.t 
U0 1 * ra>4 0na/k 
6 5% MB VHtd . 
35% 29% Mu 
33% 29% DecGly 
38% 28% Dederte 
33*7 25> 2 Dug Prods 
96% 95% DumOflDi > 
27% 4% Dana Care 
44% 28CMCDW 
ffl.; 25 DANE 
X 7 , 28 DM 1 

26% 15% Oman* 
8S% 66% Disney , 
44% Eft DoMFa 
41% E% Doodles* 

10 7% Dora he 
40% 30% Donatesn 
41% 29% Dcnty 
89% 48%Dmr 
93 76% Dontti 
45% 33% DtrnJns 
24 18% Bvmeyftn 
31ft 26% DOE 
14% 8% Draw 
41 ft 27% Drasr* 

1CJ2 9% Drlus Fd S* 
9% a^Drta SGr 
Eft 26% DTE cJ*jy 
74% 68%SuPGiS45i 
34 18% Duunsnm 

50,; 41% DulmPn 
43 34% 0m nty 
27}2 23% DonETO 
6S|! 46%Ddbnti 
31 37 DuH.4 1 

28% 25Duosnel75 
29% 2SDupM400 
31% 28 Dot. 42 

15% 10% DM* 

63ft 26%Dynamcs 
SS 28Dyitedi* 


1J6 57 
0.14 04 

100 24 
0.10 02 
0.18 1 1 
0© 00 


076 16 
060 7 2 
000 14 
104 6.7 
020 02 

1.48 4 3 
080 20 
096 25 
Offl 15 
056 OB 

000 11 

016 OS 
060 25 
003 07 
04Q 10 
203 M 
014 IS 
006 00 
076 19 
0© 1.0 

3.48 30 

036 2 3 
052 14 
IE 44 

076 10 
068 65 
075 70 
206 71 
450 61 

112 4J 
104 48 
088 34 
152 38 
HE SB 
188 60 
200 60 
2.10 6.7 

18 

020 02 22 
32 


D- 

13 1712 24% 23% 
20 4600 £ 32% 

U5H7u41ft 4Q% 

22 499 51% 50ft 

238 left 15% 
1594 ? afi 

29 3734 XU 28% 
1 618 2ft 2% 

23 616a 57% 55% 

176 1% 1ft 
6 1891 7% 7ft 

31 3113 46% 44% 
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14% 10%1ICkC 
264 18%ltotanx 
384 29% UK* toe 
25%18%1MW 
122% KiMa 
2271 H4UMW 
55%454(Mto* 

53 404 non 
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51% 4BttB330x A9 BJ 
874 OttfiUOx 4* BJ 
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18 » 13% 13* 13% 


BH01 oO% 304 414 
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»% 10 * 


162 57 11 5410 26% * 28% 

1060* 70S 77% 774 
1.44 00 16 618 23% 23* 233 4* 
* SX 14* 14ft W* +4 
160 7 A 75280 213 21* 21% +* 
09 1510138 36% 35* 35* -1% 
012 05 17 X 234 23* 23% +* 
223 16 21 202 118114% 1153 +£ 
435 2J3 24 3100 214% 213* 214% +lft 
160 32 671*44 56% 55% 56% +4 
075 1.4 122618 B% 51 B 52* +* 

6 II 25 24« 25 *A 

HO *2 9 S +1 

Z100 88% 86% 66% 

264 66 13 IW 37* 38% 37% 4% 
1.72 24 21 4728 71* 6B% 71* +18 
in 31 22 3318 514 50% 51 -A 

020 OS 10 48* 21ft 21* 21% 

2283 S3 

- -• -22 334- 10% »% 

074 26 19 1110 * 27% 3 

16t3%UDmfl#X I* 75 25 2810 144 14% M% W. 

27% 23% IMDonM 020 17 M 3828 26% 25% 28% +% 

003 01 2875* 53* 9% 53 -% 

268 06 14 326 33S 33% 33* +4 

on 32 13 * 8% 8% 8% -A 

162 06 21 13* 13% 13* ♦* 

0* 08 IB 27* *9 2(243+* 

X 5534 29% * 29% +1% 

7 787 26% 27ft 28% +1* 

018 04 24 5S3B 38% STS 38% +1* 
124 1A 23 3414 684 65* 68% +1* 
062 48 18 332X10% 19 19% +* 

S a* 57% SB* 57* +% 
W U 15 427 37% 37% 37H +4 
1JD 05 12 161 193 16% IS! +% 
‘ “ +% 
, *A 

OS7 IJ! 24 2433 <74 45% 474 +1% 
18 315 40* 40% 40% 4% 
2.14 £6 145752 3B4 37% 38% W* 

2i% zoH a% 


32%344ueee 
72% 5B%ltofte 
924a%UBBM 
23% 17% IWThi 
9* 5% Untoys 
12% 74lMQar 
29%234(Mm 


9% 42% IHBC 
34% 23% IMkrai 
9% 5%(Wdgat 
15% U%UKta4 
24*10%UMO) 

25* 18% USHfix 
X 25% USFfer 
29% aUSHxat 

ca4«an 

a4S654iwra 
10% 15UHMra 
5A28%UM4 

384 SUHhRmh 

22% 13% Udr n 

a 27% LkMBpx in AT IS 304 
36% Una 
47% 33% (MM 
4143141EM 
X* 3l4U6ftttx 
22% - 16(S*M 
41% 28% UU war 


5083 <04 40 40* 


36%19%1BHr 
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314 21% USX M 
3^|25%UaiE 
17 12% USX 0«* 
304 2S4U58W9 


9 8* *% -1* 
B% 9% +* 


Kl I 
felt* 
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1 062 66 0 44 80% . 

076 06 15 6218 30% 29ft 30% 
in 26 tfl 3718 S4% M* 34% 
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25% 171HMM 14 12S 20% 20% 20* 4* 

11% IDMtoCBptTxOn 05 351 11% 11* 114 

364 Slfeatod 37 w * S3* 33iJ +{J 

59% 47% fedaofet 036 06 w ns) 57% 56* 57* +« 

454 nifeear S 4061 40% 30ft 40% +l 2 

14 13% Damn m 7.7 0 38 HI* 13% 14+4 

032 1619 743 Iffi 17^ 184 +ft 
sn U * 72% 72% 72% 

412141 20* 284 2*;j +* 
OS IJ a S4B 50 49% 48B -A 
5 10 7* 7* 7* V. 

09 37 31 142 a%E8%6B% +% 
168 04 14 378 79% 7^| 78* +* 


104 1«% 


88%«BP5n 


S 2l4WB)UI 


..<04 
9% 74 
74 50% MB* 
*% 55%«ae*l 


a 15% mis ra 

26%m.Wdb 
95* 25 (Man he 
66% 53% 
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21% 154 ram 
320% MSHAF 
27iJ ItOaWBfldja 
304 Z7 Woat Cox 
1(83 lB%femstE 
»67%ara 
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27 TUB 24% 23% 244 -% 
260 72 13 494 * 27* 27* -* 

14 914 3(4 S3?i 34,1, -4 
in 05 15 SCfi 6J% 81* 63* +1* 
on U 29 4* 20% 18% 2D% +1% 
294 4* 4* 4* +* 
0* 06 » 4070 9 58% 9+1% 

0» IJ 18 587 33* 33% 33% ~* 
027 07*37521094 35* 364 *h 
152 1.1 4912815 142% 1384 1«4 +> 
1.18 4.7 15 6* 25% 25* 25% -* 
158 11 9 75 2V. 28% 28% -i, 
450 11 20 *439ft 4X437* -24 
066 U 3112013 30% 30% 30iJ +* 
543 6% 8 9* 

0« 1.4 215 34% S3* 3(% 

M 008 1.7 2 14 4% 4% 4H 




28 IB* 43* 42% 43,i 
on 12 7 8* 10% 16* 18,'c 
29 00 20 122 42ft 42% 42% 

3532 H4* 4* 4% 
on 11 17 142 31% suit 31% 

032 16 28 13* 21* 20ii 71* _ 

520 AO X 44072604250% 269% +42 
024 06 21 3552 27% 25* 27+1 

0* 10 9 150 a% 29* 29* -* 
21 11* 19ft 19* lflfi *% 
31 010 77B 78* 77% +1* 
13 *16 40 374 3B% +2% 
X 020 1.1 26 837 18 17% 17% +% 

A10 03 14 1126 33% 33% 33* +* 
On 06 KDQ2 24% 24 M* ^* 

in 42 II 296 29J2 20* 29H +% 
on A7 19 1M6 33* 32 32ft +£ 

in 2B 34 34E6 604 58H 60,; *1* 

U.12 06 22 676 15% 15* 154 •* 

1JB £6 18 6172 48Q 46 48% +% 

& 62 19% 19% 19ft V. 

on 10 2D 6570 28* 25,', 2% -% 

37 142 10% 10% -A 
in 4J 16 181 38% » X .% 

in IJ <1 611 78% 74* 78% +2% 

in 2 A 1666* (4% 43ft 44% +* 

. . 010 10 12 M u6% 6% 6% 4* 

15% ttrawx on 1.1 sx i7% 17% i7ft +* 

42%29%*adtix 1 1B 20 25 129 36% 37% 334 +1 

020 A7 27 S75 7% 7% 7% +* 

104 82 13 1187 24% 24% 24U -% 

012 07 14 357 17» T7lj 17% +* 

1.12 20 15*1)42* 41* «* +12 

053 U 21 81 23% 22% 23% ■+* 

0* 02 21 2074 26% 25% 26* +ft 

21 279 27% 27* Z7* -* 

a 25% 25% 25% 

2 83 2% 2* 2* •* 

in 7.1 IS 19 27* 27* 27% •* 

076 10 X 18* 72% 70% 72% +2* 

032 06 17 745 49% Oft 46% 

032 1.1 17 19 30* 29% 29% -% 


-1<%l 
34% 29% mate 
25* 10 MOB 
30% 25% Mapac 
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BOH 42%Wjttar 
17% 11%W*V 
554 <5% Mt* 
22% i^iinra 
28% Zl% attain 
12% S%Wdra 
40% 3^lta toe 
77% 59% MtaOi 
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6% 5% WHifce 
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42% 2B4ftas 
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819 lift 11% lift 
in SJ 14 W7 27 25ft 26ft 
073 64 1* s7% 7% 7% 
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1433 9 8% 9 
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W a a 

Ota. E TOM ra LarCtoHOai 

ra a n% n* 11% +% 

a 8(0 9* 6 9%+% 

Wake 10 to % 5, % 

AdBW 386 12* 12 12% 

ImtaPB 424.7 7 48% 45% 48% +1% 

Anted 2973 10% 9% «J% +* 

Ab£0» 230 14% U M% ♦% 

Intetet 62 5% 5% 5% 

AStfen in 6 II 22% 22% 22% +% 

team 16 813 87% 7 7* +* 

MANX* 1331 .8 7% 7ft +% 

AfitoTttaA 19 2 1ft 1% -% 

MnPCn 36 2% 2% 2% +% 

BIHOam 16 2 4% 4% 4% -% 
BadgsMr 09 25 70 41% 3«| 41+2% 

BdaTAf 3® 3% 3 3%+% 

MTaUf 097 103485 18% 18 Itf +* 
Bead KJ 4% 4% 4% 

Orta 1*0X040 125 44% 42% 43% -1% 

BMW A 12 48 26% 26* 28% 

300 12 57 2* 2* 2* +* 
a» 8 160 33 32% 32% -4 

A 1JW 30 14 25% 25* 25% -* 


Csnarm 020 18 480 4^3 48% <8% 
OfdCaif ooi IX « d3% 3ft +* 
Detect* 10 3 »S 27H 27« +* 

CmpTcfl 52 9% B% B% 


nr sk 

Stack Ota. E 18* 
Cora** * 
Cooed FDA 12 * 
CnatfTA 032 91976 


ra tteObHi 

i* i* i* 
8% 8% 6% 
9 8% 8% 


CmaiCA IS 4 IT* 17* 17* 

CtadCB IS 22 17 17 17 

Cotta ‘ 038 18 * 25% 25 25 

Cyte 19 12 11% 11% 


atata 1139 4% 4% 4% +% 

Emaco 046 19 13 15% 15% 15% +% 
wafer 3414 5% 5* 5* +* 
EadEnA 032170 19 8% 8% 8% 
Eta** 16 243 9 8ft 8ft -* 

281 1OT 84 91% 94+2% 

tab la* X 070 20 zO 32% 32% 32% 
FtaA A2D 13 8 65% 58% 65% -% 

FotatU 23<5 <7% 45% 48ft +1* 

Freracr o* w i« 15% 15% is% +% 


080 11 a t9% 19% 18% . 

09 31ft 30% 30% -1*. 
on 26 an 33% 32% 33* +* 
070 14 404 IB* 17ft 18* +% 
21 * * * 


eaaotWA 


tM)k- 


28»01% 1% 1ft 


Hae» tt 
Hefco 


ft Sta 

Ota. E 10* H|h InaCknQag 

032 1836(8 29* 3 29* +,* 

12 % % % 

01024 45 23% 22% 22% -ft 

79 210 17% 17% 17% +% 

21 6* 6% 5% 


kOCodB 


OX 16 12 14% 14% 14% 
535 B 5% 5% 
X 460 W* 10% 10* 
105 11* 11 11% 


JaaN 

JlSGap 

nmcp 

RV&)I 

tea* 

UMiCp 


77 678 
9881 
25 IS 
020 25 


2 % 2 * 2 * 
ft % ft 

3* 3% 3* 
74 13* 18 18* 


0* 25 

41 


X B * 
2 91% 


5% 5ft +* 
* 91% ■% 


MoogA' 

BSRfed 


28 117 48 <7% 48+1% 
OS 17 14* 38% 3Pb 36% 

1684 lift 11* lift 
*010% 10% 10% . 

18 10 30 29% 30 «* 

* ft ft ft 


rawer 3 57 6ft 8% 8ft -ft 


FV Sta 

Oh. E 108a H%8 LowCkaa Chao 

OM 222(89 51% 61% 51% +% 
8 ID 15% 15% 15% +% 
<84813 5ft d4ft 4{| -% 
4 83 8% 7% 7% -% 
US 12 32 14% 14* 14% 

X 2B% 28% 3% 


SWCBp 238 12 27 54% 54% 54% -% 


NTToA 

mn 

PegssmG 

Patoi 

nc 


TtaPite 

TaBtata 


To9W 

TomCRlT 
Tuba Urn 

UtfOOOA 


02012 141 9% 9% 9% 
042 80 0) 36% 36% 36% 
14 480 18% 16% 16% 
24 1255 34% 33% 33% 
151 484 10% 10% 10% 
01583 * 0% % 

3547 » 19ft 20 


27 HOD 

28 3 


2A 2* 2* 
2* 2ft 2ft 


USQeM 26 3*7 30* 29% 30* +* 


W2 542 26% 28% 29* +1 
181 59(3 29* 2B 29 +% 
1.12 20 * 13* 18,; 13* -it 


(WET 
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«B 1ft 1% 1% -% 
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ACCCWO 94 700 8% 31% 32% +% 

totenE 2130 4* 3jJ 4 +% 

ran ft 362643 18% 17% 18 +B 
«*** «*B1 43% 42 43% +1% 

NKfe 581*65 41% 39% 41% +1% 

AdaocoAn 037 42 200 47% 47% 47% +% 
AdBbaSx 020 1811*2 37% 37 37% +* 

A* UQlB 14 Bu15% 15% 15ft +* 

AtaRBhm 794 B* 7% 8 +% 

AddUBH 1022 S% 37% X +% 

ArtanA 044 2025* X 33% 34% 

AteS 0*195026 3(32% 35% % 

Ata&mr 03( 22115141% '40 41%+1% 

MOBAOrt 10} 13 3X 70% 89% 70% +% 

AtOd 0* H 563 25% 26% 26% +% 

AKCon OM IB *0 21% 2l% 21% +% 

Ate Up 05B 14 zQ XXX 
Afftam • 1745 1(ft 9% « +* 

AXCapa 101 18 1* 21 30% 20% 

AM tap 1J4 13 X 15% 13% 16% -% 

rataC 7 SO 8% 3% 3% 

Arts Bob 23 2778 2* 2* 2% +% 

Afetof 4S1EE 59% 58% 59% +2% 
AartMto 06014 * * * K -ft 
AflCM* 8 198 10% 10% 10% 

Amltorag 7912* 26% 25% 28% +% 
An Soft* 71 642 7* 7* 7* -A 

Anfttoq* 44 3137016% 1B% 18%+1% 

tonaiA 0.72 1588(0 34* 33% 34* +\ 
AaW USX 2* 2% 2% -% 

200 10 29 LSI % 60% 91% 
AoteC* 21 5023 22% 21% 22% +1* 
Aropanw 22EXJ 6B% 58ft 59ft 
ft 4* « %*« 4% 

020 X 147 37% 36% 37 

OX 37 814 38% X 36% 
AongaUm 300 11 zO 9% 9% 9% 
Andrew Cp 2220*6 29% 25% 28* +ft 
ApoonEn 018 21 760 21% 20% 21% +* 
333BBG 84% 79% 84% +4* 
ApptoC 20509 16ft 16* 16ft +% 

007 21 1964 28% 2B% X +1% 
Arbor & 024 3 2557 22% 22% 22,', +% 
034 12 846 10% 9ft 10 -% 
Arvraut 104 1* 32 31% 31% +% 

1806 9% 9% 9% -* 

Amato b 044 17 218 18% 18% 18% -% 
Artboft 103 2* 2 2 

AscendCDm 643* 52% 4Bft S% +2ft 
AtecfM 2123641 19 18 1^+1* 

ASTRBcn 10* 5* Aft 5 -% 

200 15 20 7 7 7 

1923142 33% Sift 3S%+1% 
fcreS* 34* 1% ift ift - 

034 5620 42 36% 41ft +2ft 

MO 2 1% 1ft -A 

101103 22 22% 22% 
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BE) B 008 62 113 11% 10% 11% +% 
BaterJx QXB IBB 8^2 8 8%+% 

EktanLB 0*012 53 20% 20% 20% +% 
BtoflF 23X011% 10% 11% +* 

14 224 26% 26% 26% +% 
BankereCpaOW 1* 4i3a30ft 29% 30% +% 
IX 13 21046% 45% 48% +1 
MCon)tol4B17 972 3% 29 29 ■% 
Bade Pa 15 X 40 40 40 
f 0* 7* 30% 28% 28% -1 

IkyVtatoi 032 27 524 26% 25% 25% -% 
BE Amp 332406 32% 31% 31% -% 
042 6 75 9% 6% 9% -% 

BmSJhj 74 206 T2ft 12% 12% +% 
BarttayM 050 131179 57% 57% 57% +% 
aHAUp 012 18 10 17% 17% 17% +1% 
ait a ia 7% 7% 7% +% 
3222097 39% 38% 39% +1% 
OH 21 Z7X 20% 16% 20% +% 
Sort (kg urm 475 47 45% 45% -ft 
BHCSofe 397712 60% 57 80% +2% 
Bob Bona 032 191386 16ft 16% 16% -ft 
Boota&B . 35 SB 25 23% 24% +% 
feted 3820 5% 6* 6ft +* 

Boats Te X rtil29% 29% 29% 

»l*WAx 062 9 1* 29% 28% 3+% 
trend* 33 38 X X +% 

100 13 13 37% 36% 37% +1 2 

11» 6% 6* 9* +% 

* 3% 2% 2% +% 

BarBraai Mil* 35% 34ft 35% -% 
BteM^ (MB 7 * 34* 34* 34* -* 
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OTA 

Qtot&pr 


arai 

Qa«9i 

CfKttft 


crasTc 

Mraofe 

atfn 

craft 

art) 

aeon 

era** 


QHiMr 

CoafetoB UO 29 
OstaAtano 

coraft 
Cora 


Q*0rt 

Ctete 


-% 

1% 

+% 

+1 

-% 


-a 
+% 
-% 
+% 
-A 

79+2% 
+% 
+% 

♦1 
*% 
+1 
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CTac 77 113 35% X X 

O tewfan oa 15 212 14% 14% 14% 

craift 833 7% 7% 7ft 

a*OD 881 16% 15% 16 

CHS* 15 54 6 5ft 6 

Cate 191271 4ft 4* 4ft +* 

Canon tec 1 048 31 22 146 14*144% -% 
CBteeCtaXOM 40 4* 40% 40% 40% 
CamyS 012 21 8* 22% 22% 22* -A 
838 7% 6% 6% -* 
18 18 8% 8 8% 
2&74S6 36% 35% 36% 

QfiB 192BB3 38% 37% 38% 

19 3 a a a 

125 4% 03% 3% 

100 18201 54% 54% 54ft +* 
6* 5% 5ft 5% 

750 1% 1ft 1ft 
17 X T8 18 18 
8X43 13% 13% 13% 
62422) 20% 20% 20% 

104 19 afi 82 81 81 
030 X m 70 86% 68% 

027 18 JO 25% 25% 25% 

161 172 14% 14% 14% 

KB43 12* 12% 12* 
<31435 79 77 
» ift i* iH 
X 49 48 48% 
to) 1% 1% 1% 
572633 33% 31% X 
32 3178 28% 27% a 
X 776 49% 48% 49% 

020 27 513 18% 17% 18% 

104 11 818 22% 22 22% 

OX 1811894 28% a 2B% -1% 
CnctoA a* 23* 22% 21% 22% +% 
feHttft MB 14234 22% 22% 22% +* 
CaraOrtBO* 14 762 49% 48% 49% -% 
GMBaC 1Xa35% 34% 34% 

11 ® 11% 11* 11% +% 
530 11% 6)1 11% 
to) 4 4 4 

ia 20% 20* 20* •% 

CDOBfe OS) 181648 27 26% 26* +* 

Cara 14X 5% 5* 5ft +* 

coraet* 054 io is 29% a a +% 

coats 2811921 32% 31% 32% +* 

Cmrtlfe 96884017% >7* 17* -% 
CreterB 002 21 31X 25% 25% 25% -% 
CraaTto* *7735 Zlh 21% 22% +ft 

Cstefe* IX 5% 5ft 5% 

DM 32 B75 13% 13% T3% -% 

cragrt 574 8% 8* 8% +% 

fete 32S 22% 21% 21% +% 

fetegan MB3 4% 4% 4* •% 


- D - 

DSC Cm 26518 28% 28 28% +* 

Dari tan 019 to)ice%iis%i®% 
Daafta 513 3% V. 3% +* 

MMcspa 71 722 20% 19% 2D 

DtaStopi 020 20 4% 4% 4% 

DMDG6 Oa 46 X 78ft 76* 78ft -, 7 C 
Dtatete 044 37 1208 30% 29% 30% +% 
DeACrm - 578«B1 h 160% 153 160+7% 
DBQte 037 19 835 51% 50 51% +ft 

Oman ia 5% 4% 5% +% 

CM Ted) 452 1077 3% 22% 22% -ft 
DjgrM 336 11% 11% 11% +% 

OgWoo 413314 lDB»%36% +3 

UgSand 6l3 1* 1* 1% 
QgSjB 15 to) 14% 14% 14% -% 

Dtotefe a 443 40% 46% 48% -2% 

DUBfe 3S 10% 10 10% +% 

Daferfin 02X4149 41% 40 41ft -ft 
DatoiHto 072 IS 7 13% 12% 13% +% 


tea* Ob. E teta Ite ter lam Bta 

Dreofegr 34 374 52% 52% 52% 

tefen 171520 20% 19% 3 

0^60 QM8 306041% 39% 39% 
DregEtepo 48 Z* 4% 4% 4* -% 
Dufcre 056 10335805% 33% S% +1% 
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17 149 6% 0% 8% -% 

Eaafiata 

1271 18% 17% 18 -% 

B3Tto 

020 21 8233 30% 30% 30% +% 

Eofead 

m 4% 4% 4ft +ft 

BacsSd 

X 1* <8% 48% 48% -1% 

■an 

127 14 IX 81% 80% 81% +% 

State! 

3(9163 X 31% 33% +1% 

BncwAsa 

22 3* 3ft 3* 

auto 

HD 807 15 14% 13 +% 

Baaif 

2450 2% 2ft 2% +A 

EtofeOt 

«1 3ft Sft Sft +* 

BBWtaa 

2 158 1 1 1 +% 

fed 

OX 443X33 42ft 41% 41% +% 

Odd 

X* 4% <% 4% +% 

EraSK 

s SX 28% 27 75 -H 

State 

721580 12% 12% 12% •% 

fetor 

196 5% 5% 5% -% 

aura 

1061 22% 21% 2% +* 

Bqtetl 

on 32 632 034 31% 33% +1% 

Exafete 

IB X 10% 9% 10% +% 

FelBrp 
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71 382 B7% 6% 7% +% 

FarrCp 

13 212 18% 15% 1B% 
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FU 

Flat Am 
F«sec 
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Ftoenr 

raw 
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+% 
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TA 
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002 57 SK 55* 54% 54% 

OX a 170) 61ft 80% 51 
5 4(8 14% 13% U 
11B 19% 18% 19% 
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Dow rides Merger fever propels Frankfurt up 3.8% 
up on rally 

m Merger fever in the banking Monthly total in local currencies (bn] - Vnivn 

m m sector and a strengthening **22 the European semes ———a ^L. ! bounce for Volvo 
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. AMERICAS 


The US stock market 
shrugged off its concerns in 
the hours prior to Federal 
Reserve chairman Alan 
Greenspan's testimony 
before Congress, as all major 
indices rose strongly, unites 
John Labate in New York. By 
mid-afternoon the Dow 
Jones Industrial Average 

had gained 62.95 at 7,969.67. 

The broader Standard & 
Poor’s 500 index also moved 
higher, adding 8.66 at 92L60. 
The bond market seemed 

ihTOp(k»afKlIndBD;ret»ssd - 

y- jV' | ^v 

. S?*.\ :' k MuCKufl '.i* 


; ■Apr.,' .1003 J*. 


little concerned that Mr 
Greenspan would signal a 
Fed policy shift in his pre- 
sentation. By lunchtime the 
long bond price was ft 
higher at 101&, sending the 
yield down to 6^05 per cent. 

“There is a bit of wariness, 
but the market is saying it 
isn’t that worried.” said Mr 
Warren Epstein, director of 
trading at Richard Rosen- 
blatt & Company in New 
York. 

“Mr Greenspan learned a 
valuable lesson in market 
hanitiftflp p lng last Hm o an d 

he’ll likely refrain from dis- 
cussing the stock market.” 
said Mr Joseph Battipaglia, 
chief investment strategist 
at Gruntal & Company. 

After trading down in the 
last few sessions, the Nasdaq 


composite rebounded, rising 
11-25 to 1,547.48. Leading the 
way higher was software 
leader Microsoft, w hich rose 
$3 at SZSSft. Since reporting 

earnings last week, its 
shares had plunged nearly 10 
percent 

Other industry gainers 
included Dell Computer, 
which rose at $157*}. 

In the Dow. tobacco com- 
pany Philip-Morris surged 
$lft at $42% on a solid earn- 
ings report and expectations 
that President Clinton’s task 
force would endorse the 
industry's recent agreement 
Boeing leapt $1% at $55ft on 
speculation that a US-EU 
agreement was near con- 
cerning its planned merger 
with McDoneD Douglas. 

TORONTO moved higher, 
boosted by Wall Street’s 
early gains and a better 
showing for gold shares. At 
the noon calculation, the 300 
composite index was 32.71 
ahead at 6,680.10. 

Banks made good progress 
with Royal Bank of Canada 
adding 50 cents at C$67.70 
and Bank of Montreal gain- 
ing 20 cents to C$56.45. Cana- 
dian im perial Hanir of Com- 
merce rose 50 cents to 
C$38.40 on news of the $S25m 
acquisition of a US broker. 

Among gold leaders. Bar- 
rick Improved 75 cents to 
C$31.20 after the company 
forecast improved 1997 earn- 
ings. Placer Dome advanced 
50 cents to C$23.00. 

Barrick reported lower sec- 
ond-quarter results with 
eaming g per share slipping 
from 19 cents a year ago to 
16 cents, but said higher pro- 
duction and reduced operat- 
ing costs would deliver a 
stronger financial perfor- 
mance in the second half 

Potash Corporation of Sas- 
katchewan tumbled C$4.95 
or 4^ per cent to C$103.05 
after the German govern- 
ment vetoed the planned 
takeover of Kali & Rai*. part 
of the BASF group. 


Sao Paulo shoots higher 


A burst of buying by 
domestic and foreign inves- 
tors sent SAO PAULO shoot- 
ing ahead in early trading. 

It was heady stuff and 
allowed the bourse to daw 
back more than 40 per cent 
of the previous week's net 
losses. At midsession, the 
Bovespa index was 823 or 7.3 
per cent higher at 12.115. 

Blue chips led the rally as 
investors put their earlier 
currency worries to one side 
and scrambled to unwind 
last week's big sell positions. 
Telebras advanced 8.3 per 
cent to R$153.80 and Electro- 


S Africa mixed in dull trade 


Shares in Johannesburg bad 
a mixed session with the all- 
share index ending little 
changed in dull volume. 

Brokers said trading was 
hesitant from the outset 
with dealers content to sit 
tight ahead of the latest 
round of Fed-speak from Mr 
Alan Greenspan in his Hum- 
phrey-HawkSns testimony. 

"There were big trades in 
a number of bine chips bat 
otherwise the action was 
limited,” said one broker. 
The all-share index ended 


Merger fever in the banking 
sector and a st rengthe ning 
dollar took FRANKFURT up 
3.8 per emit and back into 
record territory. 

Shares of the top five 
banks all rocketed between 7 
and 12 per cent higher as 
Monday's merger news from 
Bayerische Vereinsbank and 
Bayerische Hypotheken-und- 
Wechsel Bank brought spec- 
ulation about new alliances 
throughout the sector. 

The Ibis-indicated Dax 
index closed 157,68 higher at 
4JS7.64 as the early gains on 
Wall Street also supported 
the market 

Commerzbank, which will 
become Germany’s foortb- 
largest bank, surged DM6.ll 
to DM6&89 on the view that 
it had now become a prime 
takeover target Vereinsbank 
rose DM13 to DM100 while 
Hypo- Bank rose DM6.76 to 
SM74.50. RHP-R ank rose 
DM5JiO to DM5530. 

Allianz, the insurance 
group, which is the top 
shareholder in Hypo-Bank, 
rocketed DM32.05 to DM460 
as CS-First Boston upgraded 
its recommendation on the 
insurer and set a target price 
for the stock of DM560. 

Elsewhere, Adidas, the 
sportswear group viewed as 
a likely wmHidfl to for inclu- 
sion in the Dax index, 
jumped DM530 to DM219.80 
as a committee of bank and 
bourse officials met to 
review the index portfolio. 

Lufthansa rose DM2.49 to 
SM35.25 after Deutsche Mor- 
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gan Grenfell recommended 
switching into the airline 
from British Airways. DMG 
also raised its earnings per 
share estimates on Luft- 
hansa for 1997 and 1998. 

AMSTERDAM pushed 
ahead strongly with a stellar 
performance from ABN 
Amro helping to drive the 
AEX index up 29.28 to 96a 62 
in heavy tr acing volume. 

ABN jumped FI 3.40 or 7.6 
per cent to FZ4&30 in vol- 
ume of 9 9m shares as tvTK of 
imminent corporate activity 
resurfaced. Financials as a 
whole were strong. Aegon 
gained FI 5^0 to FI 155 and 
Fortis Amev FI 3,40 to 
F194JX). 

Philips surged FI 4.70 to 
FI 152.70 ahead of tomor- 
row's results statement 
while PolyGram. the elec- 
tronic giant’s entertain- 
ments offshoot, put on 90 
cents to FI 101.90 on dull 
results that “could have 
been a whole lot worse”, 
according to one broker. 

DSM rose FI 4.90 to 
FI 229.40 after hitting a high 
of FI 233 on the news of a 
Germany acquisition which 
is seen as giving DSM a 
leading position in the Euro- 


pean polyoleoflns market. 

PARIS shared in the gen- 
eral improvement across 
Europe, adding 47.01 at 
2.92L13 on the CAC 40 Index 
as worries about France’s 
planned corporate tax 
Increase were pushed into 
the background. 

Volume was relatively 
modest but there was no 
shortage of features. Renault 
was the day's hot stock, 
jumping FFr9.30 or 6 per 
cent to FFr164.80, and 
Legrand advanced FFr57 to 
FFr1,197 on upbeat broker 
comment. Lafarge gained 
FFr18 to FFr398 after a prof- 
its upgrade from SocfetS 
Generate. 

RhOne Poulenc put on 
FFr2.60 to FFr244JX) ahead of 
Friday's turnover figures. 
LVMH came off FFr5 to 
FFr1,559 as Mr Bernard 
Arnault, the chairm an , con- 
tinued with his attempts to 
thwart the planned merger 
between Grand Metropolitan 
and Guinness. 

GAN rose FFr5.50 to 
FFrl5L50 for a two-day gam 
of 4 per cent following the 
announcement that the gov- 
ernment is to go ahead with 
the privatisation of the 
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June proved a record-setting 
month for equity traffing in 
the European bourses. Total 
domestic volumes rose 21.3 
per cent on the month, up 
60.5 per cent on June 1996 
in D-Mark terms. 

Record trading volumes 
were also set in six individ- 
ual markets - Brussels, 
Paris, Amsterdam, Madrid, 
Zurich and London. At the 
same time, volumes declared 

insurer. Dassault System.es 
added FFr19 30 at FFr4l3J) 
o n str ong interim results. 

ZORICH called a halt to its 
thr ee s ess ion downward cor- 
rection and the SMI index 
recouped SG£ to 5,677.L 

The actively traded Novar- 
tis added SFri7 to SFi2£09 
as investors anticipated 
favourable first-half wiw fig- 
ures tomorrow. 

Clariant, the specialty 
chemicals company, rose 


to Seaq International in 
London rose by a smaller 
1&3 per cent, but were none- 
theless at a record leveL 

Mr James Cornish at Nat- 
West Markets, who compiles 
1 he data, said a B the Euro- 
pean market indices readied 
record highs, responding to 
a 5J per cent rise in the 
Dow Jones Industrial Aver- 
age, felling bond yields and 
a stronger dollar. 

SFrSl to SFri.005 an expecta- 
tions that it would today 
report a rise in first-half 
sales of around 20 per cent. 

Nestle and Surveillance, 
regarded as being among the 
most dollar-sensitive stocks 
on the bourse, underper- 
formed the market 

Nestld added SFrlO to 
SFrL875 while Surveillance 
gave up SEr25 to SFtSJQS. 

Among financials. CS 
Group, one of the losers dur- 


ing Monday's session, 
recouped SFrt to SFrL92-aO. 

STOCKHOLM saw a 
bounce for Volvo after the 
motor group's half-year 
results came In above bro- 
kers' estimates. 

The shares rose SKr9 or 
4.6 per cent to SKr2J3. Erics- 
son put on Skrt to SKr330 
of tomorrow's interim 
results. The general index 
picked up 52.75 to 3.13934. 

In HELSINKI, banking 
group Merita was said to 
have gained from the latest 
bfinking merger in Germany, 
adding FM1.20 to FM22 in 
volume which was hoisted to 
&9m shares by heavy foreign 
buying. Rasio eased FM10.00 
to FM600 as the Hex index 
advanced 21.47 to 3.431.30. 

MADRID posted one of its 
biggest single day gains of 
the year, as the market set 
out to recoup some of the 
losses seen in the previous 
two sessions. 

The general index rose 
1533 or 2.7 per cent to 613.16- 
Iberdrola advanced Pta55 to 
Ptai.750 on a Goldman Sachs 
upgrade while BCH jumped 
Pta300 to PtaS^OO on results 
at the top end of expecta- 
tions. 

MILAN returned to its 
record-setting ways as indus- 
trial shares spurted ahead 
and banka were well sup- 
ported. 

The Camit index advanced 
2L33 or 13 per cent to end at 
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Tokyo stays on downward path after holiday 


bras jumped 85 per cent to 
R$589. Petrobras was only 
slightly outgunned, adding 
7.1 per cent to RS303. 

SANTIAGO also moved 
steadily higher, adding 2.08 
to 29.41 on the IPSA index at 
midsession. Electricity 
stocks provided most of the 
upward drive. Enersis 
advanced 7.00 pesos to 294 
pe sos. 

MEXICO CITY rose 78.98 
to 4,66920 on the IPC index 
at THidswarinn. 

In CARACAS the IBC 
index was 11X149 higher at 
9,222.09 at midsession. 


the day 1.7 lower at 7,430-2. 

Industrials gained 53 to 
8,984.9 but golds gave up 
nearly all Monday’s gains, 
ending off 15.0 at 993J2 as 
the bullion price bad 
another unstable session. 

Gencor ended 20 cents 
weaker at R19.20 in turn- 
over of R71m and Remgro 
add ed 30 cents at R45.50 in 
R52m. Anglo American 
traded R63m to close op R1 
at R260. South African 
Breweries shed 75 cents to 

R140-25. 


ASIA PACIFIC 


Tokyo continued downward 
in thin trading after a three- 
day holiday weekend, 
although late buying by 
domestic institutions erased 
some of the earlier losses. 
writes Gwen Robinson. 

The Nikkei 225 average 
improved 9230 to 20.157.02 
after moving between 
20.055.61 and 2^28033. 

Most transactions were 
made in small lots as inves- 
tors took profits on high-tech 
blue chip s and arbitrageurs 
sold cash stocks in response 
to the decline m Nlkksi-225 
futures. Some leaders 
regained momentum in the 
afternoon on buying by pen- 
sion funds and other domes- 
tic institutional investors. 

Volume shrank from Fri- 
day’s 376m shares to an esti- 
mated 279m. Declines led 
advances 713 to 360 with 168 
unchanged. The Topix index 
of all first-section stocks 
shed 7.76 to 13 31.60 and the 
capital-weighted Nikkei 300 
was off L29 at 298.09. 

hi London, the ISE/NIkkei 
50 index rose L69 to 1,65432. 

High-techs suffered from 
growing caution about then- 
recent strong performance in 
New York as well as Tokyo. 
Tokyo Electron slid Y490 to 
Y6.820, Advantest Y380 to 
Y9.820 and Hitachi Y30 to 
YL2S0. Sony was unchanged 
at Y10.700 while TDK weak- 
ened Y250 to Y9,100. 

Securities houses were the 
day’s biggest losers, falling 
2JZ per cent as a group. Yam- 
aichi Securities fell Y8 to 
Y301 on Friday’s announce- 
ment that its recurring loss 
for the Aprll-June quarter 
amounted to nearly Y53bn. 
Daiwa Securities fell Y33 to 
Y866 and Nomura Securities 
Y40 to Y1.490. Banks were 
mixed. Long-Term Credit 
Bank, the day’s most active 
issue, fell Y17 to Y530 on 


profit-taking after substan- 
tial gains in recent sessions 
on news of its global alliance 
with Swiss Bank Corpora- 
tion. Industrial Bank of 
Japan fell Y30 to YL720 but 
Bank of Tokyo-Mitsubishi 
rose Y20 to Y2370. 

Among the day’s winners 
were car makers. Honda rose 
on short-covering, gaining 
Y80 to Y3.470 following Fri- 
day’s plunge of Y31Q. Toyota 
rose Y30 to Y3.460 and 
Mazda Y12 to Y388. 

Pharmaceuticals also 
advanced. Sankyo closed at 
Y4300, up Y1S0, after reach- 
ing a record intraday high of 
Y4360. Yamanouchi rose Y30 
to Y3.110 and Taisho Phar- 
maceutical YB0 to Y3 ,280- 

Real estate issues gained, 
with Mitsubishi Estate up 
Y30 at Y1.650 and Mitsui 
Fudosan YlO at Y1.510. 

In Osaka, the OSE average 
fell 173.62 to 20.977.53 and 
volume slid to 9m shares. 

SEOUL fell 2 per cent, 
pressured by rumours, 
strongly denied by the com- 
pany. of financial troubles at 
Ssangyong Group. The com- 
posite index lost 14.95 to 
72538 as losers overwhelmed 
gainers by 727 to UL 

Shares of Ssangyong 
Group’s 10 listed affiliates 
closed at their daily limit 
lows, in spite of the group’s 
denial. The flagship Saan- 
gyang Cement shed WonSOO 
to its daily limit low of 
Won9.400 and Ssangyong Oil 
Refining lost Wonl300 to its 
daily limit low of Wonl7,700. 

Jlnro Group’s shares also 
took a beating as creditor 
banks said they would not 
extend the bailout period for 
the Jinro liquor group, 
which expires an Sunday. 

Jinro lost Won540 to its 
daily limit low of Won6360, 
Jinro Industries dropped 
Won360 to its daily limit low 
of Woni.190 and Jinro Gen- 
eral Foods fell Won320 to 


its limit low of Won3,680. 

Elsewhere, news that cred- 
itor banks had agreed to 
extend Wonl60bn in emer- 
gency loans to rescue the 
Kia Group failed to lift Kia 
shares. Kia Steel sank 
WonISO to its daily limit low 
of Won2,i00 and Kisan 
dropped Won520 to its limit 
low of Wcn6,030. Kia Motors 
closed flat at Wonl2,100. 

TAIWAN ran into heavy 
profit-taking after the local 
SEC called for tougher 
accounting. The weighted 
index fell from a high of 
937739 to close off 28337 or 
2.9 per cent at 9,55039. 


The SEC caned for tighter 
checks by accountants on 
some electronics companies. 
Brokers said they were not 
surprised at the profit-taking 
since the market had hit a 
seven-year peak an Monday. 

Wlnbond and Compeq fell 
by the daily 7 per cent limit. 
The former closed at TS6630 
and Compeq at T$240. Banks 
were also weak. Chang Hwa 
lost T$6 to T$127. 

SYDNEY dosed higher on 
im pr ov ed economic activity. 
The All Ordinaries index, 
which touched a session low 
of 2,6433. ended up 3.0 at 
2,656.4 "The May indicator 


is good news ahead of tomor- 
row’s quarterly CPL If infla- 
tion can also come up 
trumps we could see Anther 
progress," said one broker. 

Banks led the market. 
NAB gained 8 cents to 
A$19.30 and ANZ 15 cents to 
AS10375. Among industrials, 
Coca-Cola Amatil was up 21 
cents to A$16.12. Cultus 
Petroleum rose 15 cents to 
A$335 on takeover talk. 

HONG EONG’s losses 
deepened as the day prog- 
ressed as selling in thp bank- 
ing sector increased in late 
afternoon ahead of Fed 
chairman Alan Greenspan’s 


testimony to Congress. The 
Hang Seng index fell 8932 to 
15,446.78 in turnover that 
eased to HK$14.1bn. 

Analysts Mid the banking 
sector was undergoing a con- 
solidation, but the shares 
could stage another rally 
next week ahead of interim 
result announcements. 

HSBC eased HKS3 to 
HKS259. Hang Seng Bank fell 
50 cents to HKSU4.50 and 
Bank of East Asia lost 40 
cents to HKS3230. Hongkong 
Electric surged 90 cents to 
HK$31.60 on speculation that 
Chinese companies might be 
interested in buying a stoke. 
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BAMERJ 



Banco Bozano, Simonsen was responsible for 
Banco Banerj’s radical administrative and operational 
restructuring and co-ordinated the first public-sector bank 
privatization in Brazil. 
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US$ 289,000,000 


Banco Bozano, Simonsen advised die Rio de Janeiro State government on 
the valuation, structuring and completion of the transaction. 
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FINANCIAL TIMES SURVEY 


Kazakhstan 

Six years after the collapse of the Soviet Union, 
the Central Asian state has made bold steps to 
jump-start a free market economy, but a rapid 
privatisation programme has met with criticism, 
reports Charles Clover and Robert Corzane 

Guarded optimism 
over oil revenues 


Wednesday July 23 1997 


T he 20th century has 
not been kind to Kaz- 
akhstan, the vast Cen- 
tral Asian state whose 
steppes and deserts could 
swallow the whole of west- 
ern Europe. 

In the 1980s, Stalin 
stripped its ivmuuHe native 
people of their mobility and 
tied them to an alien world 
of bleak collective farms, 
where perhaps a million 
people, a third of the Kazakh 
population, perished. 

The 1940s saw Kazakh- 
stan’s wiling fl flirts trans- 
formed into dumping 
grounds for the untrustwor- 
thy anrt disloyal populations 
of the besieged Soviet 
empire. Cattle cars disgorged 
miTHrmfi of Koreans, Tartars, 
Kurds, Volga Germans. 
Georgians and Chechens, the 
descendants of whom make 
up some of the 120 distinct 
ethnic groups living In the 
country today. 

The 1950s and 1960s saw 
huge sections of the country 
became testing sites for the 
Soviet military. Until 1988. 
hundreds of atmospheric and 
undergotmd nuclear, explo- 
sions rocked the eastern 
region of Semipalatinsk, 
while a variety of virulent 
biological weapons were 
iiTiUwchwi on islands in the 
Aral Sea. 

At the same time. Soviet 
economic and agricultural 
planners Bought to tame riv- 
ers and toy with nature in a 
way which has left hundreds 

Of thnnnanrts of gamlthB liv- 
ing in some of the “most pol- 
luted parts of the planet,” 
according to the United 
Nations. 

The Cold War also saw 


many Kazakhs herded into 
“closed cities” devoted to 
military production. Their 
economic and administrative 
links ran through Moscow 
xather than to their feQow 
countrymen living in less 
sensitive sites.. At the same 
tiTwft, an Infl ux of Russians 
dramatically tilted the eth- 
nic balance of the cou n tr y . 

Throughout the post-war 
era Kazakhstan’s economy 
was placed at the service of 
the Soviet military-industrial 
complex; the country 
became a natural resources 
and raw materials reposi- 
tory, supplying uranium, 
rnstak and grain to factories 
in Russia and Ukraine. 

It is not surprising, there- 
fore, that six years after the 
collapse of the Soviet Union. 
Kazakhstan is looking for- 
ward to a new century with 
some relief 

For President Nursultan 
Nazarbayev, the paternalis- 
tic ethnic Kazakh faartar who 


has spent the past decade 
aawiry his country out of the 
Russian political orbit, the 
dawn of a new century sig- 
nals a possible era of plenty. 

Western -geologists think 
the shallow Caspian Sea 
waters off western Kazakh- 
stan could hnlrt trillions of 
barrels of crude oil, the reve- 
nues of which could give Mr 
Nazerbayev the financial 
foundation be needs to real- 
ise his dream of turning Kaz- 
akhstan into the first Cen- 
tral Asian tiger economy. 

Some government minis- 
ters believe Kazakh ofl out- 
put could increase four-fold 
over the next eight years 
from its present level of 
about 26m tonnes a year. 

But until then the big eco- 
nomic BT| d financial chal- 
lenge will be whether the 
country “can make it to the 
oil revenues,” according to 
one western economist in 
Almaty. Opinions as to 
whether it will succeed in 
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doing so are divided. 

Optimists point to positive 
macroeconomic develop- 
ments and fundamental 
re fo rms that are being put 
into place at a faster pace 
than in Russia. 

The big macroeconomic 
success been monetary 
stability that has reined in 
inflation. This year, in spite 
of having to spend an 
unscheduled $500m to clear 
politically sensi ti v e pension 
ftmd arrears, the National 
Bank has so far stuck to a 
pledge made to the Interna- 
tional Monetary Fund not to 
lend the government more 
thaw a nominal amount of 

deficit finance. 

As a result Kazakh offi- 
cials expect Inflation to 
come in under their 17 per 
cent target They even pre- 
dict a percentage point or so 
of economic growth. 

But the psychological 
scars of the hyper-inflation 
that followed the collapse of 
the Soviet Union are still 
fresh in the minds of the 


iwgatBwdwamwftjMc C inptofiwitBavBaany 
i Baonca o( Payment* £ tmtl pn^aOtonn 


majority of the people. Cen- 
tral bankers admit it will be 
an uphill struggle to restore 
public confidence in the 
financial sector. 

And that will make it 
harder to wean the economy 
away from the inefficient 
barter system by which 
much of the country’s inter- 
nal trade is conducted. 

But Kazakhctnn hag matte 

some bold steps to Jump 
start a free market economy. 
The rapid privatisation pro- 
gramme of recent years has 
been widely criticised for 
selling some enterprises too 
cheaply or without enough 
competition among buyers. 
But even the programme’s 
critics accept that it has 
breathed new life into many 
moribund businesses, a num- 
ber of which have gone to 
foreign buyers. 

New international 
accounting standards, com- 
pany reporting rules and 
legal codes have been 
adopted in advance of this 
autumn’s opening of Kaz- 


akhstan’s stock exchange. 
The airliners that for the 
past few years have brought 
large numbers of oil men to 
Almaty are now filling up 
with fund managers and 
their clients, eager to learn 
whether Kazakhstan will be 
the next hot emerging mar- 
ket 

But pessimists believe too 
man y of the changes are still 
only cosmetic. They worry 
that implementation of 
many reforms are routinely 
stymied by bureaucrats still 
steeped in the old Soviet 
ways. Western ambassadors 
often have to break adminis- 
trative logjams that would 
normally be the preserve of 
a junior trade attache. 

There are also fears that 
the government may be 
backtracking on earlier com- 
mitments to let market 
forces operate freely. New 
economic agencies and com- 
missions reporting directly 
to the president were created 
earlier this year in a move 
which some diplomats hoped 


HI TWS SURVEY 


• Economy 

Page 2 

• Rofibcs 

Page 3 

• 08 industry 

Page 4 

• Natural gas 

Page 4 

• Exploration 

Pago 4 

• Gold mining 

Pages 

• Finance 

Page 5 

• Capital markets Page 6 

• Foreign policy 

Page 6 

• Privatisation 

Page 7 

• Agriculture 

Pages 


would mark an end to 
bureaucratic inertia. 

But others see them as a 
way in which the govern- 
ment may exert even more 
control over the economy in 
a style similar to that 
employed by some of the 
southeast Asian economies 
so admired by Mr Nazer- 
bayev. 

There are other warning 
signs, in June, the govern- 
ment almost fell out with 
the IMF over the disclosure 
of tax breaks to Individual 
foreign investors. The gov- 
ernment said it needed 
greater flexibility. The IMF 
was worried that hard-won 
financial transparency could 
disappear from view. 

Kazakhstan's vulnerable 
geographic position between 
Russia and nhim also com- 
plicates the way business is 
conducted. Almaty recently 
awarded a Kazakh ofl field to 
China’s state petroleum com- 
pany for political reasons in 
spite of protests from the US 
embassy, which was hanking 


American competitors. Such 
geo-political balancing is 
likely to remain for some 
years to come, say diplo- 
mats. 

There are also doubts as to 
whether Kazakhstan will 
really adopt modern ways of 
doing business. It is clear 
from a stroll down any 
Almaty street that the sym- 
bols of western consumerism 
have been embraced with a 
passion. Mercedes and Lexus 
luxury cars vie for space 
with old Russian Volgas and 
Ladas. And even small town 
markets are stacked with 
western cosmetics and other 
consumer goods. 

But corruption is rampant 
at all levels of the economy, 
and many investors r emain 
sceptical that fundamental 
changes will occur: “They 
opened the door and invited 
investors in,” said one for- 
eign businessman who r uns 
a large industrial company. 
“But their attitude towards 
doing business has not 
changed very much.” 

But in spite of such con- 
cerns there is still an air of 
guarded optimism that the 
Kazakh economy will make 
it to the oil revenue, 
although it may be a close 
run thing: “They’ll probably 
get there in spite of the way 
they’re acting," was the ver- 
dict of one senior Almaty 
diplomat. 
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Global Kazkommerts is the leading international securities house in 
Kazakstan and a major financial operator in central Asian markets. 

We opened for business in August 1995 - a joint venture between 
Global Securities Inc. of Turkey and the Kazkommertsbank group 

of Kazakstan. 

From this alliance. Global Kazkommerts provides a vital channel for 
international investment into the region, helping foreign clients to make 
the most of outstanding investment opportunities. 

We do this by providing a unique, blend of qualities: international 
financial professionalism combined with an intimate knowledge of the 
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providing services in: 
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Department of Privatisation 
Ministry of Finance of the Republic of Kazakstan 
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Following a public tender concluded the sale of 

4,854,611 Ordinary Shares 

of Kazaktelekom OAO, being 

40% of total shares 

to 

Daewoo Corporation 

Global Kazkommerts Securities advised the Department of Privatisation, 
Ministry of Finance of the Republic of Kazakstan on the 
above transaction 
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2 KAZAKHSTAN 


jllE eCOMOMY » by Charles Clover 


Payment problems still a burden 


Fall-out from the 
country's arrears 
crisis remains a 
check on 
economic growth 

The National Bank of 
Kazakhstan Is foD of keen 
academic minds - and that 
of Mr Uraz Dzhandosov, the 
bank’s chairman, is bv all 
accounts the keenest 
Tall, lank)' and bespecta- 
cled, he pauses to reflect on 
the country's six-year odys- 
sey of macroeconomic stabi- 
lisation, “We were mostly 
learning' by doing." he says. 
“Theory? Theory helps to 
understand the connection 
between the aggregates. But 
so many things were discon- 
nected after this high infla- 
tion. We are just coming into 
a period where sophisticated 
econometric models are use- 
ful." 

This year, in spite of an 
unscheduled $500m expendi- 
ture to clear pension fund 
arrears, the National Bank Is 
so far sticking to the IMF 
decision not to lend the gov- 
ernment more than a nomi- 
nal amount of deficit 
finance. 

Kazakh officials are 
expecting inflation to come 
in at under their target of 17 
per cent and even show a 
percentage point or so of 
economic growth. 

But reaching this stage 
has not been easy. The 36- 
year-old Mr Dzhandosov had 
just started working at the 
National Bank in January 
1994 as deputy governor 
when the government began 
to put pressure on the bank 
to solve a crisis of inter-in- 
dustry payment arrears 
which had reached danger- 
ous levels. The National 
Bank was forced to issue a 
massive credit from Febru- 
ary to April, which had the 
effect of doubling the money 
supply within a few months, 
inflation soared to 1.258 per 
cent and the value of the 
tenge fell by 80 per cent 
“The practical lesson was 
very strong," says Mr Dzhan- 
dosov. “No one here ever 
wants to see that happen 
again . . . “When [Mr Ake- 
zhan] Kashegeldin became 
prime minister, we never 


experienced such pressure 
from the government again " 

The next three years were 
“the easy part”, according to 
a western economist in 
Almaty. As the National 
Bank gradually phased out 
credit to the government, 
the money supply stabilised, 
as did inflation and the 
exchange rate. 

But the psychological 
scars of hyper-inflation have 
been the hardest to heal. 
Kazakhstan emerged Dram 
its hyper-inflation with one 
of the lowest savings rates in 
the world, and coaxing 
people to save and invest 
again, to build a credible 
banking and payments sys- 
tem. is the toughest part of 
being an effective central 
banker 

“You cannot use central 
bank instruments to c han ge 
people's psychology/ Mr 
Dzhandosov says. 

While Mr Dzhandosov 
spent the past three years 
watching the inflation rate 
fall, he is now starting to 
turn his attention to a new 
rate: bank loans as a per- 
centage of gross domestic 
product “We have one of the 


lowest rates in the world - 5 
per cent," he says. “In east- 
ern Europe the average is 
about 25 per cent, while in 
Japan its more than 1 00 per 
cent.” 

The reason for this lack of 
borrowing is that the Kaz- 
akh h ankin g sector has been 
hit especially hard by a Dew 
crisis of insolvency, one 
aspect of a broader problem 
of payment arrears that has 
been building up in the Kaz- 
akh economy ever since the 
last arrears problem was 
cleared by the National 
Bank in 1994 with such 
disastrous effects, 

Mr Umirzak Sbukeev, the 
economy minister and the 
youngest of Kazakhstan's 
wunderkind economists, was 
unlucky enough to have to 
deal with this problem ear- 
lier this year, when the 
arrears hit $7bn or just 
under half of Kazakhstan's 
GDP. 

“This is typical for the for- 
mer Soviet Union." says one 
economist. “But Kazakhstan 
has it pretty bad." 

Since February, however, 
the arrears have stabilised, 
and Mr Sbukeev and his col- 


leagues are working to sort 
out the problem. 

The Kazakh government 
has acted quickly and deci- 
sively to bring the arrears 
under control. In July, it 
began paying back the politi- 
cally sensitive arrears to 
pensioners of $5Q0m - which 

‘If we solve the 
problem with a 
credit emission, 
debts will be 
liquidated, but 
this will create 
inflation' 

it funded by privatising two 
oil companies, netting the 
budget two signing bonuses 
nf more than $300m each. 

Mr Shukeev and his minis- 
try are also working on ways 
to cancel out cross-indebted- 
ness. and on securitisation of 
overdue receivables, a 
method which has been used 
with some success in Russia. 
But Kazakh policy makers 


such as Mr Shukeev remem- 
ber too well the fall-out from 
monetising the arrears in 
1994. 

“If we solve the problem 
with a credit emission debts 
will be liquidated, but this 
will create inflation, as in 
the past It will not give any 
results." 

Officials believed privati- 
sation would solve the prob- 
lem of inter-enterprise debts. 
However, those who imple- 
mented Kazakhstan's priva- 
tisation programme simply 
ignored the problem of pay- 
ment arrears and when 
many of the largest enter- 
prises were privatised, then- 
new owners did not have to 
take os their debts. These 
debts have not disappeared, 
but multiplied through the 
economy as creditors of 
these enterprises are unable 
to pay their own debts. 

“In Karalchgtar^ more 
1.000 enterprises are in 
extremely serious condition 
because their assets have 
been frozen in a completely 
illegal mann er," says Mr 
Pyotr Svoik. former chair- 
man of Kazakhstan's Anti- 
Monopoly Committee. 


For example, two basks 
which were merged earlier 
this year, Turan Bank and 
Aiera Bank, had made loons 
to several metals plants 
which were then frozen, 
with the result that 54 per 
cent of Turan Bank’s portfo- 
lio and nearly 80 per cent of 
Alem Bank's portfolio was 
classified as “non-standard", 
whit* means repayment is 
uncertain. 

The merged Turan-Alem 
Bank is awaiting: a SlOOm 
recapitalisation package 

fr o m the government. 

As part of the effort to 
deal with the debt problem, 
two metals plants privatised 
separately from their liabili- 
ties have been asked to 
begin paying back pre-priva- 
tisation debts. Ispat-Karmet. 
Kazakhstan's steel min, and 
Dzhezkazgan copper smelter 
bought by Samsung had 
S200m and SISQm respec- 
tively in debts which were 
frozen at the time of their 
privatisation. 

Aside from banking, pen- 
sions and energy deliveries, 
the arrears crisis has also 
affected Kazakhstan's tax 
collection. Tax revenues 



were 20 per cent below plan 
in the first quarter of 1997 as 
the result of canceling out of 
arrears, according to Mr 
Mazhlt Esenbaev, former 
head of Kazakhstan's tax 
committee. And in early 
July, another $400m in tax 
arrears were forgiven, 
according to one news 
report, although no o fT icial s 
could confirm this." OK, you 
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Gatymzhan Zhakiyanov, the young reformer 


New brand of a dminis trators rewrite policy 


A technocrat with 
the desire to 
create the first 
Central Asian 
‘tiger' economy 

Mr Galymzhan Zhakiyanov, 
one of the new breed of 
young, ethnic Kazakh 
technocrats who in recent 
months have appeared at 
the top of recently-created 
economic agencies or 
commissions which report 
directly to President 
Nazerbayev, appears to be a 
cross between a criminal 
prosecutor and a corporate 
planner. 

When asked about one 
dubious episode in 
Kazakhstan's sometimes 
controversial privatisation 


programme, the chairman 
of the Agency for Strategic 
Resources Control responds 
by earnestly asking his 
visitors if they have any 
additional details he should 
know about But he can 
quickly slip into the 
strategic planner mode and 
the conversation slides 
easily into a lengthy 
discourse on the pros and 
cons for Kazakhstan of 
building an oil pipeline to 
China. 

The roles and 
responsibilities of the 
agency have yet to be folly 
defined, as does its eventual 
relationship with various 
ministries and Kazakh Oil, 
the new and potentially 
powerful state petroleum 
company. But Kazakhstan’s 
biggest foreign exchange 


earners - the oil and metals 
sectors - fall within his 
strategic purview, as do key 
pieces of the national 
infrastructure, such as the 
electricity industry, 
petroleum pipelines and 
other natural monopolies. 
He is also charged with 
righting the wrongs of 
Kazakhstan's rapid drive to 
privatise large segments of 
the economy. 

Few privatisation 
programmes in the former 
Soviet Union have been free 
from scandal or 
questionable behaviour on 
the part of some successful 
buyers. Kazakhstan's has 
been no exception. 
“Naturally many questions 
and problems arise as a 
result of privatisation." he 
says. But Mr Zhakiyanov is 


quick to stress that 
investigations will not be 
triggered Just because 
individual companies woe 
sold off too cheaply. “Even 
if we think the interests of 
the state were not handled 
very well in some . 
privatisations or that some 
were sold too cheaply, if 
they were done according to 
the law then they wOl be 
respected,” he says. 

Some foreign Investors in 
Kazakhstan, especially 
those in the all important 
energy sector, say they are 
confused as to what role Mr . 
Zhakiyanov will play hi 
specific projects. At present 
he can offer little insight 
into the issue, apart from 
noting that the roles of 
many ministries will be 
re-examined. “It's not very 


clear which functions will 
be done by the ministry (of 
energy) and which by the 
agency*'* he concedes. “This 
system of state power is hat 
stabilised. . .to may have a 
more direct role In future.'’ 

He stresses, h owever , that 
the agamy's overriding goal 
is to “control’’ the way 
Kazakhstan’s strategic 
resources are devdoped- 

That emphasis on control 
worries some diplomats, 
who see it as a possible 
fudge onprevknu free 

wmiiiiWnwot L 
Although Mr Zhakiyanov 
talks about introducing 
greets “transparency* fax 
the economic 

commercial roles of various 
state bodies, some suspect 
that powerful agencies such 
as Ids could become the 


hagfat for a discreet but - 
interventionist Industrial 
policy, a common thread 
that runs tbzxnah the Asian 
“tiger” economies that so 
Impress Mr Nazerbayev. ’ 
Others take a more, 
benign view. They see the 
rise of Mr ZhAkiyaxunr and - 
his coflaagues as part of an 
attempt by the president to 
cut through “the invisible / 

opposition" poeed by an 
an wieldly Soviet-era . . 
bureaucracy. A priority, - 

they say, to the creation of 
an elite corps of 
modern-minded . - . 
administrators to help 
realise the president'* 
dream of creating the first 
Central Asian "tiger” . 
economy. 

Robert Condne 


know the rate." says Steve 
Lewame a US aid economist. 
"Tax collection as a percent- 
age of GDP should be at 
least equivalent to a coun- 
try’s value-added tax," 

In Kazakhstan, the VAT is 
20 per cent, while tax reve- 
nues account for 10 per cent 
of GDP. “The economy is 
growing here, but the tax 
revenues are not," says 
another western economist 
in Almaty. 

Mr Dzhandosov and his 
colleagues in the National 
Bank do not seem worried 
by the pressure this could 
place on their commitment 
to monetary stability. “Next 
year, we will not have any 
credits to toe finance minis- 
try." he says. "I do not see 
any possibility of another 
clearance operation." 

In the tong run. Kazakh 
officials are counting on 
increased oil exports to fund 
the country’s recovery. 

When asked about the 
country's all potential, Mr 
Shukeev takes a deep breath 
and clasps his hands. "I am 
almost afraid to mention fig- 
ures, because they will 
undoubtedly change. Now 
we extract 26m tonnes of oil 
a year, of which 13m tonnes 
are exported. By 2005, 
assuming we develop the off- 
shore Caspian shelf we can 
expect this to increase by 
four times." 

“The key." says one west- 
ern economist in Almaty, “is 
making it to toe oil." 
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URSA MAJOR 

INTERNATIONAL INC. 

Proud to be developing gold and copper-gold 

projects in mineral-rich central Kazakstan 

Toronto Stock Exchange Listing: "URS"’ 

Contact RJHL Sutcliffe, Pres. & CEO or 
SJVL Minte, CFO, Ste. 400, 90 Adelaide St W., 
Toronto, ON, Canada, M5H 3V9 
Tel; (416) S64-0615 Fax: (416) 864-0620 

Visit oui web-site afc www.ozsa-major.com 
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INVESTCONSULTING COMPANY LTD 

Renders consulting services and assistance to 
companies, realising projects in the mining, gold- 
mining, energy, oil and gas, as well as other industries 
of the Republic of Kazakstan. 

Moreover the partnership will provide: 

• marketing services; 

• development of contracts on subsoil using; 

• analysis and expert estimation of projects: 

• consultations on legislative base and investment 
policy; 

• representation activities. 

Highly skilled staff, knowledge of features of economy 
development and legislative base at Kazakstan allow 
us to execute the client's order competently and in the 
shortest time. 

INVESTCONSULTING - 

to the reliable partner In your business) 

Republic of Kazakstan, 480072, Almaty - 72. P.O, Box 50 
satpaev Sir.. 9. Tel. (3272) 54 35 S3. Fax: (327 2) 50 74 46 
General Director - Kadyr Saikonow 
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KAZAKHSTAN 3 


POLITICS • by Charles Clover ■ _ . 

A worrying emphasis 
on re-centralisation 


Changes made to 
attract investors , 
are seen to be 
rollingback 
market reform 

The biggest political event 
so far this year in Kazakh- 
stan happened In early 
March, when a set of sweep- 
ing decrees introduced by 
president Mr NorffUltan 
Nazarbaev promised to slash 
the government by 50 per 
cent, dissolve seven minis- 
tries, set up four new presi- 
dential commissions, and 
create a national oil com- 
pany. 

The move looked like the 
political death knell tor Kaz- 
akhstan’s prime minister, Mr 
Akezhan Ka&hegeldin, whose 
government was gutted by 
the move while he was oat 
of the country. . 

But several months after 
the March decrees, a senior 
western diplomat stuns up 
the situation: “nothing has 
changed." While - ministries 
were indeed dissolved, the 
former ministers are now 
heads of departments which 
occupy the same bufldmgs, 
enjoying every bit of the 
power they used to wield. No 
bureaucrats are out looking 
for new jobs to occupy them, 
anfl the presidential commis- 
sions have kept out of deci- 
sion making , at least thus 
far. 

Prime minister Kashegel- 
din, meanwhile, whose polit- 
ical demise seemed assured 
in March, looks as secure as 


ever In the driver's seat of 

his cabinet 

But observers still point to 
the March decrees as a sub- 
tle turning potnt in Kazakh- 
stan's economic philosophy. 
Until then, Mr Nazarbaev 
had seemed content to let 
management of the economy 
..devolve to Mr KashegelcKn’s 
.government, along with the 
newly Created private sector. 

Since March, there has 
been a new emphasis placed 
on re-centralisation of 
long-term economic decision 
making, symbolised by the 
creation of the Strategic 
Planning Committee and 
Committee for Strategic 
Resources, alongside legisla- 
tion providing for the 
empowerment . of the State 
Investment Committee to be 
a “one stop shop" for foreign 
investors. 

The reason for the subtle 
shift in philosophy, accord- 
ing to his advisers, is that 
Mr Nazarbaev has become 
increasingly focused on 
Asia, not only as a foreign 
policy priority, but as a 
model of development as 
well "The paternalistic capi- 
talism model appeals to 
him,” says a senior western 
diplomat. 

“Its true that the idea is to 
move in the direction of the 
of these South East Asian 
countries," said National 
bank chairman Mr Uraz Jan- 
dosov, "the high rate of eco- 
nomic growth is the best 
incentive. However, this 
‘model’ differs subs tantially 
from country to country." 

In the end, Mr Nazarbaev 


may have to choose between 
his fondness for paternal 
Aslan-style capitalism and 
its more liberal western 
counterpart 

Western, economists point 
to post-March policies which 
they argue are rolling back 
market reform, such as cen- 
trally directing credit, char- 
acteristic of many Asian 
“tigers". Recently, the gov- 
ernment provided a no-inter- 
est loan to a. coal mine, and 
last month, issued a decree 
requiring ail domestic banks 
to bold 10 per cent of their 
loan portfolios' In small and 
medium-size enterprises. 

Such policy questions are 
likely to raise eyebrows dur- 
ing Kazakhstan's next IMF 
review in November. “I 
thought they got rid of this 
stuff when they left the 
Soviet Union,"' says one 
western economist in 
Almaty. 

And over the past few 
months, . arguments have 
broken out- over the one of 
the prerogatives of the State 
Investment Committee, 
which was to grant tax 
Incentives to foreign inves- 
tors in certain hard-to-privat- 
Ise sectors. 

“Depending on the amount 
of investment In a project 
we give from l to 100 per 
cent tax holiday.” says Mr 
Akhmetzban Yesimov, chair- 
man of the State Committee 

on Investment. 

In April, the IMF came out 
against the policy of grant- 
ing tax incentives, claiming 
ft would eat into the govern- 
ment’s finances, which were 


already troubled by tax 
arrears. In June, the IMF 
threatened to suspend the 
country's 3-year Extended 
Fund Facility granted last 
year unless the Kazakhs 
ditched the incentives. 

“The IMF was worried that 
our tax holidays will lower 
our budget revenues," says 
Mr Yesimov. “We explained 
that tax holidays are only 
given to new production. We 
will create a new tax base 
with this law.” 

The IMF settled for a foil 
accounting by the Kazakh 

government of all tax incen- 
tives given. According to Mr 
Yesimov, his committee is 
now considering over 200 
applications by investors. 

But both Kazakh and for- 
eign experts are not just 
worried about tax revenues, 
but the lack of transparency 
that accompanies direct 
state involvement in individ- 
ual Hwile 

“Hie state should not be 
involved in individual trans- 
actions. It should not be 
creating multiple tax 
regimes.” says USAID econo- 
mist Mr Steve Lewarne. 

“Political favouritism, if it 
happens, is a major obstacle 
and threat," says Mr Jando- 
sov. “But the IMF was 
objecting based an negative 
experiences in other coun- 
tries. Hie idea of tax conces- 
sions was only part of this 
'one stop sbcrp’ concept, and 
if the outcome will be nega- 
tive it must be reconsid- 
ered." 

• Mr Nazarbaev's firm grasp 
on Kwwik'h atari has always 



President Nazarbaev has become increasingly focused on Asia as a model of development 


drawn criticism from west- 
ern politicians and diplo- 
mats, but rave reviews from 
some businessmen, who up 
until now have felt more 
confident knowing that 
Nazarbaev wields the ulti- 
mate power over the reform 
process. “He's somewhere in 
between Franco and Chile," 
enthuses one western busi- 
nessman and ardent admirer 
of Mr Nazarbaev. 

Investors point to stability 
in Kazakhstan and at the 
more than 100 laws, many 
designed to attract foreign 
investment, that Nazarbaev 
pushed through without par- 
liament's input. Mr Nazar- 
baev has twice dissolved par- 
liament. re-creating it each 
time with fewer powers. In 
April, he began to reform 


and centralise local adminis- 
tration by abolishing whole 
administrative districts and 
appointing new regional gov- 
ernors from among his cote- 
rie of insiders. 

But amidst Mr Nazar- 
baev's Impulse towards cen- 
tralisation, there is growing 
sense that Kazakhstan can- 
not depend on one man to 
guarantee the continuity of 
reforms. Many foreign law- 
yers point out Mr Nazar- 
baev's fondness for issuing 
secret decrees. In the long 
term, experts argue, a sys- 
tem will guarantee stability, 
rather than a man. 

“Transition economies 
should concentrate upon 
market fundamentals includ- 
ing a legal and regulatory 
environment that is trans- 


parent and predictable.” 
says Thomas Dimitroff, a 
legal consultant with 
USAID. 

Other policy decisions 
which worry western econo- 
mists include a July decision 
to abolish excise taxes on 
wine, and a decree granting 
local akims the rights to 
grant tax incentives to for- 
eign investors. 

“Why whine?" says a west- 
ern economist in Almaty. 
“This raises the question 
about whether they are 
starting to seriously manipu- 
late the tax regime." 

Lawyers point to many 
instances where, in tbeir 
eagerness to woo foreign 
capital. Kazakh officials 
have even completely disre- 
garded their own laws. For 


example, Kazakhstan’s bank- 
ruptcy code was completely 
ignored in the privatisation 
of several major enterprises, 
where enterprise liabilities 
were simply split off from 
the assets and placed in a 
separate company, while the 
assets were privatised. 

“In Kazakhstan, over 1000 
enterprises are in extremely 
serious condition because 
their assets have been frozen 
in a completely illegal man- 
ner." says Pyotr Svoik. for- 
mer chairman of Kazakh- 
stan’s Anti-Monopoly 
Committee. 

“What they really need 
here, rather than a strong 
personality, is a legal system 
that is more than a wall dec- 
oration." says one western 
lawyer. 
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«TerminaI» is the largest 
professional customs broker 
in the Republic of Kazakstan 


Private firm cTerrranab was founded five years ago at the same fine the Customs State CommttM of the 
Repub&caf Kazakstan was formed. 

Today our c o mpa n y has more than 00 representative offices at customs posts of different regions of 
country, where we offer the most wide range of customs complex services. There are 400 professional 
customs specialists, usng modem equipment and technology, who guarantee to provide any orders of 
dientB within the s h o rt est tana. 

Despite the strong competition, among our customers there are big transcontinental companies such as: 
Chevron, Mabi. SGS, LG. Coca-Cola. We fruitfully cooperate wth big inte rna tional transport companies: 
Sea Land. Nippon Express Co. Kuhno & Nagel and others. 

We can do t batter than anyone: 

- customs dearonce cf import cargoes; 

- storage of cargoes ir» temporary warehouses and even in customs warehouses; 

-services of toca/ delivery af cargoes; 

-registration of dispatched o3 and oti products from liquid lommat and from refinery fecfarfas 
of Kazakstan by aH types of transportation; 

-certification of impori/bxport cargoes: 

-consultation services on standantizefion. certification and customs legislation of (he Republic 
of Kazakstan. 

We can provide a high level of services at competitive rates and hope you wB give us the opportunty 
to demonstrate to you our dedcation and expertise. 

Republic of Kazakstan, 480008 Almaty, Manas str. 22“ br 
Tel/Fax: (3272) 426716, 427466, 425283 
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rience and geographic 
proximity have made 
Austrian Airlines 


New Europe and Central 
Asia. 
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connections, vou can 
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177 flights a week 


Kazakstan 
International 
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Exhibition & 
Conference 
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Take part in the fastest moving 
Oil & Gas market in Centra 
Asia anti the Caspian Region. 

Take Part in KIOGE '97 

" Comorehensive therefore essential" 
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To receive the full exhibition and conference prospectus please contact the KfOGc '97 team on: 

ISSfSB he Energy Division (London) Byron House. 112A Shirland Rood, London W 9 2EQ, UK 
IlG.bl-jl Tel: +441 71 386 5720 Fox: +44 171 235 0177 EMii* OikG3S5lT5-Gro.jp.com 




the leading expert on 
Eastern and Central 
Europe. 

Together with our 
partner Tvrolea n 
Airways we connect 
all major western 
European cities via 
the hub Vienna with 
177 flights a week to 
23 destinations in the 


enjoy excellent in-flight 
service in our Grand 
Class Europe. 

Vl-it ifc-un ihi- Jninrr-t at 
http. V www.itu.COTn 
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KARACHAGANAK • by Robert Corzine 


Kickstart for 
troubled field 




The government la hoping to reach 
an agreement over the next few 
months with a Western consortium 
on tha twins under which drttng 
wffl begin in one of the world’s meet 
promising oil exploration areas 

A new development plan could 
break an impasse between 

Kazakhstan and Russia on how the 

huge natural gas and condensate 
field should be exploited 


Gazprom's 
demands are 
hindering deals at 
huge gas and 
condensate site 

Karac haganak. a giant 
natural gas aod condensate 
field in northern Kazakh- 
stan, has become a byword 
for the complex political and 
commercial manoeuvring 
that has delayed virtually 
every attempt to put 
together big energy deals In 
the Caspian Sea region and 
central Asia. 

In recent weeks, attempts 
have been made to breathe 
life into the project, oo 
which BG of Britain and its 
partner Agip of Italy have 
lost more than $70eo over the 
past few years. In early July 
the two companies and tbelr 
new US partner Texaco 
agreed on a revised strategy 
which could see production 
of condensate - a naturally 
occurring gasoline - begin 
to reach world markets early 
next decade. 

The main problem with 
developing Karachaganak 
lies in its position in the old 
Soviet energy infrastructure. 
Although the field is within 
Kazakhstan, its location 
dose to the Russian border 
meant that it was always 
Intended to be integrated 
with existing gas processing 
and pipeline facilities oper- 


ated at nearby Orenburg by 
Gazprom, Russia's powerful 
gas monopoly. 

Progress on Karachaganak 
has also been the focus of an 
dispute within the Kazakh 
government over who will be 
responsible for the negotia- 
tions with the international 
consortium on a final pro* 
duction sharing agreement 
to replace the production- 
sharing principles agree- 
ment signed in 1995. 

But the attitude of Gaz- 
prom has been the main 
stumbling block, say officials 
and executives. It has at best 
been lukewarm about the 
western-inspired plan to 
develop the field, which, 
with reserves of about 1.33 
trillion cubic metres of gas, 
4.7bn barrels of condensate 
and I.4bn barrels of oil, is 
one of the jewels of Kazakh- 
stan's energy sector. 

At one stage Gazprom 
agreed to take a 15 per cent 
stake in the consortium in a 
move which the western 
partners thought might pave 
tbe way for them to use tbe 
Russian pipeline grid to 
export gas. They were also 
heartened by the fact that 
Orenburg's own gas reserves 
were .dwindling, and that it 
would soon need a new 
source of supply to keep the 
processing plant working at 
capacity. Tbe fact that Rus- 
sian prime minister Mr Vik- 
tor Chernomyrdin comes 
from Orenburg was seen as 



The gas fields are dose to the Russian bonier 


Ncmxtt, London 


another positive factor. 

But none of these elements 
seemed to sway Gazprom, 
and “to all practical pur- 
poses it has now left the 
project", said one of the con- 
sortium members. 

The western companies 
say that although Gazprom 
agreed to process some of 
the gas as an Interim mea- 
sure, it made too many 
demands for the full project 
to be economically viable. “If 
Gazprom had come along 
and said to BG and Agip, 
‘you can? our capital costs, 
and in return we'll make the 
project work,’ that would 
probably have been alright," 
said an Almaty oilman famil- 
iar with the negotiations. 
“But instead they wanted 
BG and Agip to carry them, 
and charge 30 per cent for 
processing." 

The struggle with Gaz- 
prom has caused even the 
current, modest output tar- 
gets Tor the field to be 
missed. In 1996 Karacha- 
ganak produced only 1.9hn 
cubic metres of natural gas 
and l.&m tonnes of conden- 
sate - half of the planned 
output - and only a fraction 
of the 15-16m t/y of conden- 
sate and 20bn-22bn cubic 
metres of gas that it could 
eventually produce. 

In addition revenues from 
the amounts that are now 
processed at Orenburg and 
sent Into the Russian oil and 
gas system have proved Ear 
below expectations. Under 
the current formula Kazakh- 
stan was due to receive 20-30 
cents on every revenue dol- 
lar. but officials say that “at 
best" it has been receiving 
half of that. “The Russians 
are barely letting us 
breathe," said one official. 

A workable deal with Gaz- 
prom remains the best 
option for Karachaganak 's 
long-term future, say those 
involved in the project But 
Kazakh President Nursultan 
Nazerhayev has put pressure 
on the companies to come up 
with an interim solution 
that would at least allow tbe 
first phases of a full develop- 
ment plan to proceed. 

It will require the con- 
struction of limited process- 
ing facilities at Karacha- 
ganak to lessen the 
stranglehold of Gazprom. 
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But It also depends on find- 
ing “a bankable solution" to 
transporting the liquid con- 
densate and agreement on 
what to do with the gas pro- 
duced at Karachaganak. 

Both Agip and BG have 
capacity in the western- 
funded Caspian Pipeline 
Consortium project that will 
be built over the next few 
years to link the Tengiz oil 
field in western Kazakhstan 
with the Russian Black Sea 
port of Novorossiysk. Build- 
ing a direct link to CPC for 
the condensate would allow 
the Karachaganak partners 
to bypass the Russian pipe- 
' line system which has 
proved so troublesome. 

But the gas remains a 
problem. “The options are 
that you can either dispose 
of it in Kazakhstan or Russia 
or reinject it," said one con- 
sortium official. “The debate 
is about the exact amount 
we need to reinject" 

The gas could be used for 
power generation and other 
industrial uses in northern 
Kazakhstan, but the 
amounts needed will depend 
on the extent to which the 
government is willing to see 
natural gas displace Kazakh- 


mined coal. The role of 
Lukoil, which has assumed 
Gazprom's place as the Rus- 
sian member of th«» Karacha- 
ganak consortium, could 
also prove decisive in mak- 
ing the project work. West- 
ern executives say Lukoil. 
Russia's biggest oil com- 
pany, may be able to help 
move “liquids over and 
above” those that can be 


THE LURE OF THE EAST « by Robert Corzine 

China, a vast potential 
market for Kazakh oil 


Debate under way 
_ on the economic 

accommodated in the CPC viability Of an Oil 

system. Various swap export line tO the 
arrangements within Russia P ****■%, w “ 


may also be possible that 
could boost export volumes. 

The western partners also 
hope Lukoil will prove more 
adept at influencing Gaz- 
prom to reach a longterm 
accommodation. But how 
that might be achieved 
remains unclear, even to 
those who might normally 
be expected to know the 
details of such dealings. 

"When the Russian ambas- 
sador came up to me at a 
party and asked me what 
was going on between Lukoil 
and Gazprom at Karacha- 
ganak, it made me feel better 
for not knowing myself," 
said Mr David Skeels, the BG 
representative in Almaty. 


THE NORTH CASPIAN SHELF • by Robert Corzine 


Pressure for agreement mounts 


Failure to reach a 
deal could set the 
project back by a 
year, say industry 
executives 

Pressure is building for tbe 
early conclusion of a produc- 
tion-sharing agreement 
between the Kazakhstan 
government and seven for- 
eign oil companies on the 
terms under which one of 
the world's most promising 
- but still unproven - off- 
shore oil provinces will be 
explored and developed. 

Failure to reach an agree- 
ment on how to proceed with 
the initial d rilling in the off- 
shore areas of the North Cas- 
pian could set the project 
back by a full year, say oil 
company executives. They 
need to begin technical prep- 
arations in the next few 
months to meet a limited 
“weather window" next year 
to begin drilling in the shal- 
low waters of the environ- 
mentally sensitive area. 

Talks aimed at breaking 
the deadlock in the negotia- 
tions recently resumed in 
New York. Both sides say 
they are keen to secure an 


early agreement. But those 
familiar with the negotia- 
tions say the bargaining 
positions also appear to have 
hardened. And there has 
been increased sniping 
between the two sides over, 
the way the negotiations 
have been organised. 

At stake are tbe first 12 
exploration blocks to be 
awarded in a 100,000 square 
kilometre offshore area over 
which the seven companies, 
now known as the North 
Caspian project, recently 
concluded a $350m seismic 
survey. It revealed between 
50 and 100 possible oil-bear- 
ing prospects, just one of 
which could hold two to 12 
times as much oil as Tengiz, 
Kazakhstan's largest exist- 
ing oil field, say officials. 

“It's really big." said a 
government adviser in 
describing the potential of 
the area some experts claim 
could rival the reserves of 
Kuwait. But the members of 
the North Caspian project, 
while admitting the geology 
is almost perfect for the dis- 
covery of big reservoirs, say 
such claims are unwarranted 
given that the first well has 
yet to be drilled. 

The mismatch of percep- 


tions explains in part why 
an agreement has proved so 
elusive. The companies say 
the Kazakhs have failed to 
understand the exploration 
risk associated with the proj- 
ect They also say that the 
economics of developing 
fields in the area may not be 
as attractive as the Kazakhs 
claim. Both sides have put 
forward differing estimates 
of the reserve base, recover- 
able reserves, recovery rates 
per well and other funda- 
mental information that wifi 
affect the overall financial 
formula governing the 
returns to the companies. 

More than half a dozen 
factors will affect the for- 
mula, including the volume 
of oil produced and its qual- 
ity and costs. The govern- 
ment wants 80 per cent of 
the “divisible income" from 
the project, with a 20 per 
cent “return target” for the 
companies. There are also 
differences over the pace at 
which the exploration pro- 
gramme and any resulting 
development will be carried 
out. “They [the companies] 
want loose controls," says 
one official, while the gov- 
ernment is demanding a 
strict timetable. 


The economic importance 
of the project is such that 
seemingly minor slippages 
in the early stages could 
result in big delays in later 
phases, pushing back even 
further the date at which the 
government would begin to 
see significant revenues 
from the project. 

The government is also 
concerned over what the 
companies might do If explo- 
ration successes coincide 
with a dip in world oil 
prices. Officials fear that 
under such circumstances 
the companies might let 
development plans slip in 
order to avoid the prospect 
of sending yet more oil to a 
weak market 

The government’s target 
date for first production is 
2004. “We don’t want to hear 
2010." says one official. It 
also wants to reach plateau 
production within 10 years, 
rather than the 12-14 pro- 
posed by the companies. 

But to meet that target 
there must be significant 
progress on a number of 
fronts, including proving a 
big enough reserve base to 
justify a new export pipeline. 
In order to meet the govern- 
ment’s timetable exploration 


efforts over the next three 
years will need to discover 
sufficient reserves to justify 
the start of preliminary engi- 
neering for both the offshore 
platforms, onshore process- 
ing facilities and export pipe- 
line by 2000. Final go ahead 
for all three would take 
place in 2001, with the proj- 
ect up and running by 2004. 

Meanwhile, the govern- 
ment is considering whether 
to broaden the initial 12- 
block exploration area to 
cover an additional two 
blocks which have been 
reserved for the Kazakh oil, 
the new state petroleum ’ 
company. “Fourteen blocks 
will probably be developed 
as a group,” said me Almaty 
businessman familiar with 
the government’s thinking 
on the issue. That would 
allow Kazakhstan to bring 
Russian oil companies - 
probably Lukoil and/or Ros- 
neft - into tbe consortium to 
help ensure that Moscow 
does not raise any political 
obstacles to the project “It's 
only natural they will get 
involved." said the business- 
man, although “the question 
of where they squeeze into 
the project” has yet to be 
resolved. 


Asia-Pacific 
region 

The lure of the east is 
growing stronger for Kaz- 
akhstan's oil industry, even 
though China's energy-hun- 
gry main industrial centres 
lie many Ehnwainds of kilo- 
metres away from the big oil 
fields around the Caspian 
Sea. 

Over the past few months 
a series of events have 
brought closer the prospect 
that Kazakhstan could carve 
out a potentially lucrative 
role as an oQ supplier to its 
giant eastern neighbour. But 
serious economic, political 
and commercial questions 
remain as to how quickly 
and to what extent Kazakh- 
stan can, or should, tilt its 
oil industry to the east 

It was the decison in June 
by the Kazakh government 
to award the China National 
Petroleum Company a 60 per 
cent stake in tbe Aktyubinsk 
oil field for $325m in cash 
and a promise to invest a 
further $4bn over 20 years 
that triggered the current 
wave of interest in China as 
a potential market for Kaz- 
akh oil. 

Much of the planned 
investment is to be spent on 
a proposed pipeline linking 
the Aktyubinsk field in west- 
ern to nhina. 

Many western oil men in 
Almaty are deeply dubious 
about the economic viability 
of a full-scale export link to 
China's Pacific coast 

"I’m personally sceptical 
about the eastern route," 
says one executive involved 
in the seven company con- 
sortium to explore offshore 
in the Caspian Sea. “If the 
Chinese found lots of oil In 
the Tarim Basin (which bor- 
ders eastern Kazakhstan), 
then it's just about feasible. 
Otherwise it's stretching eco- 
nomic reality." 

Not all western oilmen 
share that view, however. 
Tbe chief executive of one of 
the consortium's members 
thinks it is inevitable that 
China will eventually turn 
out to be one of the main 
markets for Kazakh off. 

Not surprisingly, that is 


also the opinion of many 
Kazakh officials, although 
they too have doubts about 
the economic viability of a 
full-scale export line to the 
Asia-Pacific region. 

“A pipeline all the way to 
the Yellow Sea may not be 
economically very success- 
fill.” says Mr Galymzban 
Zhakiyanov, chairman of the 
government’s Agency for 
Strategic Resources Control 
A senior government adviser 
agrees; “It will only work if 
the Chinese government sub- 
sidises their part of it." 

But as Mr Zhakiyanov 
points out, “China itself is a 
market." The question is 
whether Chinese demand is 
strong enough to attract sig- 
nificant volumes of Kazakh 
crude across the vast dis- 
tances of central Asia. Chev- 
ron, the operator of Kazakh- 
stan's giant Tengiz field. 

Many western 
oil men 
are deeply 
dubious about 
an eastern 
oil route 

plans to test demand this 
s ummer by sending its first 
cargo of crude to China via 
raff. 

Mr Phil Meek, the compa- 
ny’s senior representative in 
Kazakhstan, says there were 
signs that western China, 
and in particular the refi- 
nery at Urumchi, could 
absorb “substantial vol- 
umes” of Tengiz crude. Hie 
company Is studying a plan 
to build a storage terminal 
on tbe Kazakh border, which 
could be supplied by shuttle 
trains from Tengiz. Chinese 
trains, which operate on a 
different gauge, could then 
pick up the crude on the 
other side. 

Kaz akh officials are also 
studying more modest pipe- 
line proposals than a full 
export line to the Pacific 
region. But as Mr Kaynulla 
Kasenbv, president of Kaz- 
akhstan’s national oil pipe- 
line company points out, 
even the more modest pro- 
posals will depend on the 
ability of China to find the 
funding: “If we had just got 
Hong Kong, then we would 


fund it ourselves." 

Export pipelines from Cen- 
tral Asia are not just com- 
mercial projects, however. 
Politics may prove to be the 
decisive factor. 

“Nazerbayev is trying like 
mad to break the levers of 
power that Russia has over 
Kazakhstan," says a western 
diplomat in Almaty. But the 
award of the Aktyubinsk 
field to CNPC and talk that a 
tender for a second field. 
Uzen, may also be awarded 
to China, has already 
aroused strong feelings 
among some of Kazakhstan's 
western supporters. 

This leadership is mind- 
ful of its place geo-politicaily 
and geographically." says 
another western diplomat 

“President Nazerbayev has 
a valid security concern. But 
feeding tbe tiger* may not 
be the right way to go. 
Appeasement is not a way to 
solve problems." 

But Kazakh officials are 
adamant that a pipeline to 
China is a higher political 
priority than a link that 
would go to Azerbaijan on 
the western Caspian before 
proceeding on to Turkey, a 
route that the US and other 
western governments with 
interests in the area seem to 
prefer. 

The Kazakhs also believe 
that an eastern route opens 
a new commercial dimension 
to their oil trade. 

“Pipelines through Russia 
or Azerbaijan are just differ- 
ent ways to go to the same 
market," says Mr Zhaki- 
yanov. “A line to China 
would go to a completely 
new market" 

They also see an eastern 
pipeline route producing 
additional benefits to the 
domestic economy. The Cas- 
pian Pipeline Consortium, 
which will carry Kazakh 
crude from Tengiz and other 
fields to Novorossiysk on 
Russia’s Black Sea coast, 
will run only a short dis- 
tance through Kazakhstan. 
Most of the tariffs will go to 
Russia. 

An eastern route from the 
Caspian oQ fields would pass 
through the breadth of Kaz- 
akhstan. Not only would the 
country earn more ta riffs , 
say officials, but more jobs 
would be created and there 
would be the possibility of 
building a new refinery, fed 
by the line. 


TENIR Group 

your guide to financial market of Kazakstan 
“TENIR" company 

consultant of State Committee if investments 
“Greenwich Capital Management'' financial company 
brokerage licence 1st category 
member of Kazakstan Stock Exchange 
member of Council of the Central Depository 
member of association of brokers and dealers NABD 
“Tenir Register" registrar firm 
registrar licence 2nd category 
number of Union of independent registrars 
Two investment-privatisation Fnnds 

member of* association of participants of stack market N AMI 
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• Underwriting 
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• Business and real estate valuation 

• Legal expertise 
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KPMG - Your local 
Guide in Kazakstan 


For any one considering a move into a new, 
possibly unfamiliar market like Kazakstan, 
our local expertise is an in valuable asset. Our 
established presence, as a joint venture, provides 
services that am based on familiarity with the 
country, the people, the economic conditions 
and the finer points of doing business in 

Kayaisfan. 


For more inf ruination: 

KPMG. Michael Roberts, Atrytai Khan Avenue IQS. 480091 Atomy 
TU: + 7 (327) 581 1662, Fas: +7 027) 581 1663 
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Data on more than 4*500 cor 
Upcoming privatization sah 
News summaries on poli 
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RECRUITMENT AGENCY 


EXECUTIVE SEARCH AND SELECTION 

JIB Express is able to offer a wide range of 
Human Resource Services. 

Telephone us now at (007 3272) 42 1474 • 
E-mail: jibexpress@asdc.kz 


'ASTANA 


INTERNATIONAL HOTEL 
International hotel for business and 
vacation in downtown Almaty 

Business people wfll feel at home in the Astana 
International Hotel, conveniently located dose to 
Almaty’s business and administrative centers. The 
Astana offias 114 modem rooms, including 12 smtes, al 
equipped with air conditioning, satellite TV, mini-bar, 
ixiyaie safe and direct dial telephone. At $140 single- 
double and $190 suite, including VAT, it’s the best dea 
in town. All major credit cards are accepted, including, 
American Express, Visa. MasterCard and Dmere dub 

The Astana offers the unique tourist trip along wild 
nature of Kazakhstan. 

™ ALMATY THE ASTANA 

INTERNATIONAL HOTEL IS THE RIGHT 
CHOICE 

Address: 113, Baytursynov Str n Almaty 
TeL:..+7 3272 507050 Fax: +7 3272 Sfllftrtft 
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GOLD MINING • by Sander Thoenes 


Confidence has 
been damaged 


Scandals cause 
companies to 
become more 
cautious over 
investment 

Gold mining has never been 
a neat and tidy business, but 
the lurid scandals that have 
hit the industry of late have, 
made even Kazakstan's tre- 
mendous gold resources lose 
their lustre. An exploration 
hoax, a hijacked tender and 
a shareholder fight have 
given investors cold feet 

Km . afrh nffjpj aTfl and gold 
miners were innocent, in the 
largest scandal to rock the 
gold industry - the Bre-X 
hoax in Indonesia. Along 
with poor gold prices, the 
revelation that the Bre-X 
exploration data had been 
faked has been a key factor 
in driving down share prices 
for gold mining companies. 

Smaller mining compa- 
nies, who run most of the 
exploration and production 
projects in Kazakstan, have 
been worst hit. 

"Bre-X has made ft much 
more difficult for junior com- 
panies to pick up exploration 
cash in lesser known parts 
of the world,” says Mr Rich- 
ard Wilkins, commercial 
director of Oxns Resources, 
an exploration company 
with several sites in Kazak- 
stan. Uzbekistan and Tajiki- 
stan. 

A quarter of the Jlbn 
invested in central Asian 
gold projects since the 
break-up of the Soviet Union 
has been generated directly 
from the Vancouver and 
Toronto stock exchanges, 
where Bre-X shares were 
listed. 

But Kazakh officials and 
Placer Dome, Canada's sec- 
ond largest gold group, are 
very much to blame for the 
Vasilkovskoye saga, argu- 
ably the largest mining scan- 
dal to hit the former Soviet 
Union. 

Placer elbowed out com- 
petitors, including Dominion 
Mining, to take a stake in 
the giant Vasilkovskoye 
deposit in 1995. Dominion 


bad spent several million 
dollars exploring and prov- 
ing reserves at Vasilkov- 
skoye, and thought it had 
■ exclusive rights for exploita- 
tion. Not only was the proj- 
ect snatched away from 
Dominion, but the govern- 
ment used its data when the 
prefect was put out to ten- 
der. Placer then deserted the 
project on finding that the 
deposit would be expensive 
to develop. 

Placer Is keeping the sore 
open by suing to retrieve a 
$35m refundable deposit that 
was due for repayment by 
July 4 last year. 

Kazakstan had planned to 
have a new investor by then 
to replace and repay Placer, 
but a highly publicised ten- 
do:, designed to restore trust 
in Kazakstan’s government, 
failed to attract substantial 
bids. In January the govern- 
ment turned down the win- 
ning bid from a consortium 
of Teels. Corporation of Can- 
ada and First Dynasty, a 
venture of Canadian mining 
entrepreneur Mr Robert 
Friedland. 

Mr Norman Keevd, Teck 
president, says the fan in the 
gold price caused the govern- 
ment to pull back in the 
hope of getting better offers 
when the price -improved. 
None have come in as yet 
but a leading gold company 
is said to be interested in the 
project 

Playing for time, the gov- 
ernment has started sepa- 
rate arbitration proceedings 
against Placer, claiming 
damages arising from 
alleged 'breaches of agree- 
ment’. It claims Placer Dome 
and its local partner said 
they would spend SZTQm to 
develop a mine at Vasfikov- 
skoye. 

Placer says it was made 
clear in the original agree- 
ment that development of a 
mine would take place only 
after due diligence estab- 
lished the project would be 
economically viable. 

Bakyrchik, the largest 
existing gold mine in Kazak- 
stan, is in the midst of a 
shareholder brawl 

Bakyrchik. which is esti- 


mated to -hold 10.5m troy 
ounces of gold at an average 
grade of 6.94 grammes per 
tonne, has been run by a 
joint venture since 1993. 

Innovative gold processing 
technology failed to deliver, 
forcing investors to shut 

down and build a more tradi- 
tional plant 

Shares in Bakyrchik Gold, 
the mine’s original investor, 
crashed to 5 per cent of their 
highest value, making poten- 
tial investors think twice 
before patting cash into 
another gold venture in 
Kazakstan. Shares lost 
almost half their value In 
one day earlier this month 
when Bakyrchik announced 
a refinancing package under 
which Bakyrchik Gold would 
lose control of the gold mine 
to Indochina Goldfield, 
another venture of Mr Fried- 
land. 

The refinancing deal may 
yet be torpedoed later this 
year by. Bakyrchik share- 
holders, who feel Indochina 
has poshed down the share 
price to take over the mine 
cheaply. They are looking 



Undeterred by recent problems, l ea d tog gold mining companies we hoping to explore more of Kazakhstan’s deserts 


for another financer but 
nobody has publicly 
expressed interest 
Indochina Goldfields 
offered to pay $65m to cancel 
Bakyrchik's debt pay the 
next tranche of its fee to the 
government and provide 
immediate working capital 
requirements, 

Indochina also guaranteed 
a further (45m loan to help 
fin*™* future working capi- 
tal In return, Indochina 
would increase its stake In 
the Bakyrchik mine trom 15 
to 80 per cent. Bakyrchik 
Gold’s holding would be cut 
from 85 to 20 per cent. Indo- 
china also holds 29.9 per cent 
of Bakyrchik Gold and has 
provided its key executives. 
Bakyrchik would be the 


first large gold mine in the 
former Soviet Union to come 
under full control of foreign 
investors. 

"This deal has completely 
devalued the company,” one 
shareholder complained. 
“The Bakyrchik board has 
put up no credible fight. 
Minority shareholders are 
being totally screwed.” 

But the news is not all 
bad. Undeterred by scandals 
and low gold prices, some 
big mining companies are 
looking to Kazakstan's des- 
erts. 

Santa Fe Pacific Gold, now 
part of Newmont Mining of 
the US, recently lifted its 
stake in Kazakstan's Sharal- 
tyn exploration project to 
100 per cent from 50 per cent 


at a price of 53.05m. The 
project covers a 7.5m acre 
licence area in north eastern 
Kazakstan. Newmont would 
not say which other projects 
it Is looking at in Kazakstan. 

LaSource SAS of France. 
60 per cent owned by Nor- 
mandy Mining Group of Aus- 
tralia. last month bought 21 
per cent of Oxus Resources, 
a small production and 
exploration company with 
several territories in Kazak- 
stan. It also started explor- 
ing an its own. 

Mr Mike Nossal, new busi- 
ness manager for LaSource, 
credits Kazakhstan's far 
reaching privatization of 
state gold mining and explo- 
ration companies, as well as 
a wholesale of state-held 


stakes in numerous sites, for 
drawing in the bigger com- 
panies. “That's something 
the other countries of Cen- 
tral Asia have not yet 
broached,” says Mr Nossai. 
Kyrgyzstan or Uzbekistan 
still demand 50 per cent or 
more of any gold venture. 

An added boon to smaller 
gold min ing companies is 
that government officials 
have been rescinding numer- 
ous defunct exploration 
licenses, handed out to well 
connected bat poor local offi- 
cials in the early days of 
Kazakstan's independence. 
This has made many of the 
more promising sites avail- 
able. Kazakstan has tried to 
compensate for the loss of 
direct revenue with taxes, to 


the annoyance of some ven- 
tures. The government has 
also recently separated 
exploration licenses from 
production, forcing investors 
to take risks on exploration 
before they know the tax 
pressure on the field's devel- 
opment. a new natural 
resources tax law. which 
would provide some secu- 
rity, has been long in the 
making. 

“It’s nice to know in 
advance what tbe royalties 
will be,” Mr Wilkins says. 
“Then we can plan ahead’” 

It will take years for the 
Bre-X and Vasilkovskoye 
scandals to fade from mem- 
ory’, however, and until then, 
few gold miners will be plan- 
ning projects in Kazakhstan. 


FISCAL TRANSPARENCY * by Charles Clover and Robert Corzine 


Problems on disclosure 


Prospects of more 
signature bonuses 
for oil projects 
mean the issue is 
unlikely to fade 

Transparency has become 
one of the most important 
Issues Karafchirtan faces as 
it attempts to rope with the 
pressures of transition to a 
capitalist economy and a 
more open, democratic soci- 
ety. 

While considerably more 
open and transparent than 
most of its counterparts in 
central Asia, many pro- 
cesses remain virtually 
blocked from view in Kaz- 
akhstan, such as govern- 
ment finance. 

Last year, Mobil ml corpo- 


ration concluded a deal with 
Kazakhstan for 25 per cent 
of the Tengiz oil field for 
which it agreed to pay 
SLlbn ova: a period of sev- 
eral years. Tbe precise 
amount that Mobil paid last 
year was 5500m, according 
to observers. Keeping track 
of such an amount of 
money, equivalent to 3 per 
cent of Kazakhstan's gross 
domestic product, should be 
easy, hut in practice it has 
proved impossible to pin- 
point where it has gone. 

The money, according to 
some officials, did not make 
it into tiie Kazakh budget 

Last year, the capital reve- 
nues item in the govern- 
ment budget, which is 
where privatisation reve- 
nues are recorded, totalled 
$460m from the sale of 4,000 


enterprises. These included 
a 40 per cent stake in Zbek- 
azkan tsvetmet copper plant, 
the Vasilkovskoye gold 
mine, 15 coal mines, 
Ynzhneftegas oil company 
and the Chimkent refinery. 
These transactions alone 
should have totalled more 
than $350m In up-front sign- 
ing bonuses, not leaving 
much room for a spare 
5500m. 

When asked where the 
money might have gone, a 
Mobil representative said: 
“Any questions having to do 
with the Kazakh budget, we 
just can’t comment.” Mobil 
also would not comment on 
how much of the sum was in 
fact paid in 1986, nor to 
whom it was paid. 

Sources close to the gov- 
ernment say the Mobil 


money “has been accounted 
for”, though they could not 
explain precisely how. 

“That money went to the 
oil ministry.” said a senior 
western diplomat 

Repeated requests for clar- 
ification from officials at tbe 
former oil ministry, now 
state oil company Kazakoil. 
or from prime minister's 
office, or from the Kazakh 
finance ministry* were 
rebuffed. 

Mr Galymzhan Jakionov, 
head of the watchdog Com- 
mittee for Strategic 
Resources, described the sit- 
uation as “a problem”, but 
would not comment further. 

This is not the first time 
that a large chunk of gov- 
ernment revenues has gone 
missing in last 

November, a scandal hit the 


newspapers when Mr Sary- 
bai Kalmorzaev, chairman 
of the State Property Com- 
mittee, accused the oil min- 
istry of stealing 5500m in oil 
revenues. 

“That’s a different 
5500m,” said Mr Jakionov. 
when asked whether this 
was the same as the Mobil 
money. The scandal died 
down after two weeks, when 
Mr Kalmorzaev did not pro- 
duce documentation of his 
accusation. When asked 
whether the scandal was 
ever resolved, however, Mr 
Jakionov said: “No, it 
wasn't. It's no secret that oil 
revenues are stolen here." 

For the Kazakh govern- 
ment, deflecting criticisms 
such as the charge by one 
western lawyer in Almaty 
that it is “the biggest klep- 
tocracy since the Ceauces- 
cus”. would be easier if the 
process of making decisions 
were more open and trans- 


parent and officials more 
accountable. 

Some western officials see 
the issue of the Mobil money 
as a bellwether for a more 
general attitude towards 
financial transparency. 

They point to the fact that 
a break with IMF was only 
narrowly averted in June 
when the government 
finally agreed at the last 
minute to disclose the size 
of tax breaks being offered 
to some foreign investors. 

Government advisers say 
such concerns are over- 
blown. They claim the gov- 
ernment needs flexibility on 
issues such as taxation in 
order to secure the inward 
investment needed to build 
central Asia’s first tiger 
economy. But with the pros- 
pect of more large signature 
bonuses for oil projects in 
the offing, the transparency 
issne is unlikely to fade 
from view. 


LEADING COMMERCIAL BANK OF KAZAKHSTAN 
WITH EXPERIENCE IN THE CONDITIONS OF MARKET 
DEVELOPMENT IN THE COUNTRY 


B'A’IM |« 



FINANCES GOLD QUARRYING, PROCESSING AND EXPORT OF 
GRAIN AND COTTON, INTERNATIONAL COMMUNICATIONS AND 
TRANSPORT, STATE PROGRAMS OF SMALL AND MEDIUM 
BUSINESS DEVELOPMENT 

• Is the primary dealer in the state treasury bills and precious metals. Under 
beneficial conditions services financial institutions transactions on buying and 
selling securities in die secondary market. 

• Is a financial agent of the Ministry of Finance of tbe Republic of 
Kazakhstan in billeting, servicing and depository accounting of National 
savings bonds. 

• Participates in the long-term Institutional Development program 
«Twtnning».The partners of tbe Bank in this program are leading European 
financial institutions: «Raiffeisen Zentralbank Osterreich AG» and «Bank of 
Ireland*. 

• Implements small and medium business program of the European Bank for 
Reconstruction and Development 

• Is an authorized bank for placement the funds of tranche II of Asian 
Development Bank 

• Services a number of credit lines on investment projects. Finances 
international trade, documentary operations. 

• Offers financial consulting and the full spectrum of banking services for 
corporate clients and correspondent banks. 

• Is a member of Society for World Interbank Financial Telecommunications 
SWIFT. Provides settlements in all types of currency. 


BANK CENTERCREDIT MAIN PRIORITIES - RELIABLE 
INVESTING AND GETTING STABLE INCOME 

156,Bogenbai batyrStr., Almaty, Kazakhstan, 
phone: (7-3272) 60-80-1 Wax: (7-3272) 50-78-13, E-Mail: maa@ebank.ta 



RAKHYTBEK R. BAISEITOV 

CERTIFICATED ECONOMIST, BANKER 

Since September 1 988 after publishing «The Law 
about cooperation in USSR» became an initiator of 
establishing and Board Chairman of Kazakh First 
cooperative central joint stock bank 
«Centerbank». At present it is one of the leading 
and dynamically developing banks of Kazakhstan 
- bank «CENTERCREDIT» 

Bakhytbek Baiseitov occupied the position of the 
head of Businessmen Congress of Kazakhstan. 
Vice - President of manufacturers and 
businessmen Union, one of the Directors of 
Council on trade - economic cooperation CIS - 
USA, a member of Enterprise Council President of 
Kazakhstan. Since May 6, 1996 - the President of 
Banks Association of the Republic of Kazakhstan. 

By recommendation of the President Nursultan 
Nasarbaev he became a co - chairman of US- 
Kazakhstan Business Council. In die Government of 
Kazakhstan he conducted and worked actively as a 
Deputy Chairman of Stare enterprise commission. 

Since September 1993 was elected as Council 
Chairman of Kazakhstan International Bank 
(KIB), which at present is the first private 
bank in the country. 


This advertisement is directed at professional investors only. 


THE FIRST INVESTMENT BANK OF THE 
REPUBLIC OF KAZAKHSTAN 




KAZAKHSTAN INTERNATIONAL BANK 


ATTRACTS DIRECT AND PORTFOLIO INVESTMENTS INTO 
PRIORITY SPHERES OF ECONOMY OF KAZAKHSTAN, 
PARTICIPATES IN PRIVATIZATION PROJECTS OF THE STATE 
SECTOR, ACTIVELY SUPPORTS THE INTERNATIONAL TRADE. 

• Provides rehabilitation of the non-state sector of the gold mining industry. 
Has taken part together with the Chase Manhattan Bank in financing of 
Balkhash, a technically sophisticated and growing private gold mining 
company. 

• Controls not less than 75 % of the Kazakhstani agrochemistry market, co- 
finances a number of development projects for the grain producing enterprises. 

• Is a subcontractor to the Chase Manhattan Bank which won a tender on 
financial advising to the Caspian Oil-pipe Consortium (USS 2 billion project). 

• Won the first round of the tender on the market-making services conducted 
by the Government of the Republic of Kazakhstan to sell the state interest in 
largest enterprises of Kazakhstan to foreign institutional investors. 

• Is an authorized broker of the State Privatization Committee in the stock 
-exchange, trades the slate interest in mid-size enterprises under Privatization 
program. 


KAZAKHSTAN INTERNATIONAL BANK 
The bank is professionally prepared to conduct spade-works 
for financial institutions that include: 

Due diligence for the target enterprise (financial and legal) as well as audit 

Debt restructuring to improve liquidity 

Conversion and restructuring of accounting system to IAS 

Preliminary valuation of stocks of enterprises traded, auctions presentation. 

Additional consulting services for the effective marketing of enterprises. 


KAZAKHSTAN INTERNATIONAL BANK WISHES TO 
ACHIEVE THE LONG-TERM GOALS OF ITS CLIENTS AND 
BUSINESS PARTNERS 

597, Seifullin Street, Almaty, Kazakhstan, 
phone: (7-3272) 54-22-91, fax: 54-25-16, E-mail: kibQztoniine.ru 
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rrtPir Ai MARKETS • by Charles Clover 


Hedging bets on new exchange 


Some speculators 
have injected 
much needed 
cash but left local 
officials wary 

Hedge fund managers, the 
shock troops of global capi- 
talism, have begun descend- 
ing from charter airplanes 
into the streets of Almaty, 
Kazakhstan, in anticipation 
of opening day on the cairn- 
try's new stock exchange in 
September. 

In between power lunches 
at the Hyatt and the distrac- 
tions of the Petroleum disco- 
theque, the fund managers 
meet with patient 
officials who Instruct thpm 
in boring detail about things 
like listing requirements and 
regulation. Then it's back on 
the aircraft to other capital- 
ist hotspots like Romania or 
Thailand. 

“They know that Kazakh- 
stan starts with a *K\" says 
a western economist wryly. 


“In general, though, they 
like to speak Spanish and go 
to the beach." 

A United States hedge fun- 
der in his twenties, who con- 
ducts himself with the sub- 
tlety of a jet bomber taking 
o£u was undeterred by Alma- 
ty’s lack of a beach and salsa 
music. “This place has 
home-run potential," he 
enthuses. 

Tomorrow, the young 
hedge hinder will be on the 
aircraft to Bucharest, and 
then its back to New York. 
“The best gains in emerging 
markets are at the begin- 
ning. Just look at Turkey in 
1989 . . . Thailand. Romania 
has grown six times." 

This is, strictly speaking, 
not the beginning for Kaz- 
akhstan, however, In fact, 
the country had three stock 
exchanges until just a few 
months ago. “We had three 
stock exchanges but no 
stock market," says Mr Grig- 
ory Marchenko, head of the 
Kazakh government’s Com- 
mittee for Securities. 


"Everyone thought that a 
stock market was the same 
as a stock exchange, that If 
we had a building -with a 
name-plate and some stocks, 
people would trade" says Mr 
Marchenko. “What we 
lacked was legal infrastruc- 
ture and transparency.'' 

In September, Almaty’s 
new stock exchange will 
open, featuring three tiers of 
tr ading and plenty of compli- 
cated multilateral recom- 
mendations and G-30 crite- 
ria. Simultaneously, the 

government will sell 5-10 per 
cent shares in several “blue 
chip'' enterprises which have 
been partially privatised - 
the state telecom, oil compa- 
nies, and metals plants. 

Most Kazakh companies 
are significantly underval- 
ued compared to western 
companies based on criteria 
such as dollars of market 
capitalisation per barrel of 
reserves for oil companies, 
revenues per line for tele- 
coms, or market capitalisa- 
tion per kilowatt hour for 


electric utilities. 

But investors, aside from 
knowing that there is value 
to be identified, also want a 
strong international political 
commitment to the country 
they are investing in. "It’s 
really an alignment-of-the- 
stars issue.” says the hedge 
funder from the US. 

"Kenya could go down the 
tubes and no one would care. 
But Romania is going to 
come out of it because its in 
Europe. In Mexico, there's 
also a safety net It's on the 
border with the US,” he 
explains. “In Kazakhstan, 
you know things are gonna 
go wrong, but it'll be okay 
because everyone’s on 
board." 

By “everyone" be means 
the United States, which has 
declared the region’s oil 
reserves to be of strategic 
value and signed a security 
pact with the Kazakh gov- 
ernment in exchange for 
their decision to get rid of 
Soviet-era nuclear weapons 
in 1993. 


PROFILE 


The anti-nuclear campaigner 


The half-life of a nation 


Russia tested its 
mighty arsenal - 
then removed all 
data that showed 
what happened 

The chain-smoking 
middle-aged man sitting In 
an Almaty restanrant did 
little to hide his bitterness 
at the way Russian nuclear 
weapons specialists 
departed from the old 
Soviet atomic test site at 
Senripalatinsk in 
north-eastern Kazakhstan 
in 1993. 

“They woe barbarians," 
says Mr Evgeny 
Tchaikovsky, an engineer 
who worked on nuclear 
engines for rockets and 
spacecraft for many years, 
and who went on to become 
an official in the Karikh 
defense ministry. 

“They burned down the 


palace of culture, and they 
burned or took with them 
much of the scientific 
information on 30 years of 
testing, even though it was 
of no nse to them. The 
greatest part of the 
archives were destroyed," 
he adds. 

But the loss of such data 
was not of mere academic 
or historical significance. 
Local politicians “woke up 
only slowly" to the fact that 
Kazakhstan, whose vast, 
deserts and steppes had 
been subjected to hundreds 
of nuclear tests, had little 
idea of the extent or levels 
of radioactive waste to the 
sprawling test site. 

In June, the arrival in 
Almaty of a highly 
specialised US Navy Orion 
reconnaissance aircraft to 
conduct an aerial survey of 
the test site provoked 
outrage from Moscow. “It 
was so totally Cold War," 


says one bemused western 
diplomat In Almaty in 
dismissing Russian charges 
that the aircraft, painted a 
particularly garish orange, 
was on a spy mission. 

Mr Tchaikovsky, who is 
also a former mayor of 
Semipalatinsk, the wain 
town in the military test 
area, said Russian 
scientists had declined 
invitations to take part in 
the aerial mission, planning 
for which began three years 
ago. “For Russia the arrival 
of the plane was not news." 
he says. “Russia has maps 
showing the nuclear waste. 
Kazakhstan does not.” 

Data acquired by the 
aircraft's sophisticated 
sensors should remedy that. 
But Mr Tchaikovsky fears 
that too little will be dime 
to ensure adequate 
monitoring of the test sites. 

Unlike many western 
campaigners for nuclear 


disarmament he believes 
some good could come from 
the creation of an 
international nuclear 
deterrence force based on 
the existing arsenals of the 
main nuclear powers. And 
he remains an advocate of 
civil nuclear power. 

But Mr Tchaikovsky 

warns tha t gsnmltfrefem is 
likely to be damaged 
further from the final 20 
years of “scientifically 
unnecessary" nuclear 
testing during the Cold 
War. People in both the 
West and the former Soviet 
Union may want to sweep 
the issue under the carpet 
he says, “but it's impossible 
to deceive nature. Sooner or 
later the radioactive waste 
under the earth will show 
itself. The problem of 
unclear tests has not been 
solved.” 

Robert Corzine 



ISPAT KARMET 

DYNAMIC LINK IN BUILDING GLOBAL MARKETS AND 
GLOBAL PARTNERSHIPS FOR TOMORROW, TODAY 


Ispac Karmet, one of the world’s largest steel making 
facilities, is the only- vertically integrated steel mill in the CIS 
region with its own power plant and coal reserves. 

The purchase of Ispax Kanriet, with a capacity of 6 million 
tons of liquid steel, from the Government of Kazakstan, 
represents one of die largest single investments into Kazakstan. 

The management's proven ability to implement die most 
effective turnaround programs, using advanced operating 
technologies and systems and international marketing practices 
has already created a dynamic and highly efficient company. 


lspat Karmet uses die traditional blast furnace route for 
producing a wide range of high quality flat and long steel 
products, which it exports largely to countries outside the 
CIS. The company also exports high quality coal from ics 15 
coal mines. 

lspat Karmet, a member of The LNM Group which has 
sted making operations in Canada, Germany Mexico, Trinidad 
fle Tobago, Ireland, Indonesia, the UK and the US. will 
continue to add value to Kazakstan's natural resources and 
increase the country’s export revenues. 



ISPAT KARMET 


Aside from the crowd of 
speculators, many serious 
investors are interested in 
Kazakhstan, especially from 
Asia. “The strong US politi- 
cal commitment has 
impressed Asian investors" 
says Mr Ascanio Martinotti 
of the Regent Pacific Fund, 
one of the largest portfolio 
investors in Russia. “We see 
a lot of investors interest 
from Moslem countries, such 
as Malaysia and Indonesia." 
says Mr Martinotti. “The 
friendship between Mahathir 
[the Malaysian president} 
and Nazarbaev (the Kazakh 
president! has impressed 
investors." 

While doing their best to 
welcome foreign investors, 
Kazakh officials are a little 
wary of the hedge funds, 
which they regard as some- 
what of a necessary eviL 

“We don’t want too much 
hot money.” says Mr Mar- 
chenko. However, “if some- 
one is willing to invest, yon 
shouldn't beat them away 
with a stick. 1 just don't 


want the National Bank to 
have too many problems 
with the exchange rate.” 

“When portfolio capital 
moves, it moves in a big 
way.” says a western econo- 
mist, who added that invest- 
ment and disinvestment by 
foreigners would place pres- 
sure on the country's foreign 
currency reserves as it 
attempted to maintain a sta- 
ble exchange rate. 

“Financial markets are 
basically like a massive 
world government," says file 
hedge funder, trying to keep 
the phenomenon in perspec- 
tive. 

Kazakh officials are aware 
that by fully integrating into 
world financial markets, 
they may give up some of 
thezr own autonomy to con- 
duct monetary and fiscal pol- 
icy. "Hie only problem we 
might face," says Mr Mar- 
chenko, placing his finger- 
tips together reflectively and 
glancing towards heaven, “is 
huge inflows of foreign capi- 
taL" 
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FOREIGN RELATIONS ■ by Robert Corzine 


China a counter-weight 
to Russia's influence 


bpat Karmet JSC 472319 Ttmirtau Cfty Lenin Avenue i. The Republic of Kazakstan Tel: + 7 3213S K2S00 Fax: + 7 321 35 57710 
E-mail: corporateafcpat-fcairrietkrg.kg Or contact Mr Adll S. N. Vadolhwala direct on tel: + 7 32135 60432 


Proposed oil 
pipelines ‘go to 
the heart of the 
issue of territorial 
integrity’ 

The evolution of 
Kazakhstan's foreign rela- 
tions over the past year can 
be traced through the pro- 
posed oil pipeline routes 
drawn on the regional maps 
that senior officials seem 
able to conjure up at a 
moment's notice. 

“Pipelines go to the bean 
of the issue of territorial 
integrity and independence." 
says an adviser to President 
Nursultan Nazerbaev. 

Russia, still the dominant 
economic and military force 
in the area, is not surpris- 
ingly the destination and 
main commercial beneficiary 
of the first big export pipe- 
line from Kazakhstan, the 
final agreement on which 
was reached earlier this 
year. Although Kazakh offi- 
cials are relieved that a deal 
on the Caspian Pipeline Con- 
sortium project has removed 
a long-festering diplomatic 
and commercial sore with 
Russia, the fact that the bulk 
of the jobs and pipeline tar- 
iffs will accrue to Russia 
remains an irritant. 

In recent months the 
importance of China as a 
counter-weight to Moscow's 
influence has become 
clearer; China's National 
Petroleum Company 
clinched a recent oil deal in 
large part because of its 
explicit commitment to build 
an eastern pipeline that may 


eventually lessen the coun- 
try's economic dependence 
on Russia. Officials in 
Almaty say the political 
importance of the commit- 
ment should not be underes- 
timated, even though the 
economics of such a project 
look doubtful. 

In summing up the present 
foreign policy priorities of 
Mr Nazerbaev, one western 
diplomat in Almaty said: 
"He is trying to shake the 
country away from Russia 
without being held hostage 
to the Chinese." 

Some observers have been 
impressed by the recent shift 
in Kazakhstan’s stance 
towards Russia. They say Mr 
Nazarbaev's government has 
taken an altogether tougher 
line on sensitive issues: 
"Kazakhstan has really 
stood up for itself lately." 
said one senior western 
envoy. "It has said, wait a 
second, we're going to do 
what is in our interests. It's 
very interesting. Moscow, for 
you to tell us your view, but 
here's what we can agree 
to." 

Almaty has even surprised 
other Caspian Sea countries 
in its film opposition to Rus- 
sia over Moscow's view that 
there should be some joint 
development of offshore oil 
areas in the Caspian. They 
had assumed that Kazakh- 
stan would eventually fell in 
line with Moscow's views on 
the issue given the long bor- 
der between the two and the 
big ethnic Russian popula- 
tion in northern Kazakhstan. 
"But they were very tough 
with Russia on the Caspian 


demarcation issue," said one 
admiring diplomat in 
Almaty. 

Mr Nazerbaev suggests 
such developments are part 
of a rebalancing of relations 
between the two countries. 
"Sometimes there is a differ- 
ence of opinion between Kaz- 
akhstan and Russia. For 
example, it concerns the sta- 
tus of the Caspian Sea and 
the solving of financial and 
other questions. I think It is 
normal," he says. 

Some observers believe Mr 
Nazerbaev may have been 
emboldened by Russia's 

‘Kazakhstan 
has reallv 
stood up 
for itself 
lately’ 

recent military defeat in 
Chechnya, which high- 
lighted the limits to which 
Moscow can exert influence 
on the periphery of the old 
Soviet Union. 

But his balancing act 
between Kazakhstan's two 
big neighbours can some- 
times put pressure on wider 
relations with western pow- 
ers. The decision to award 
the Aktyubinsk oil field to 
China over competing pro- 
posals from US companies 
raised the hackles of US dip- 
loma is who had lobbied 
strongly on behalf of the 
American oil groups. The 
Kazakhs are said to have 
later explained the decision 


in "purely geopolitical 
terms." according to one dip- 
lomat 

Although relations with 
the US are stronger than 
with any other western 
country, there is a discerni- 
ble divide between Almaty 
ami Washington as to how 
extensive that relationship Is 
and whether it Includes a 
specific commitment by 
Washington to guarantee 
Kazakhstan's security. West- 
ern envoys talk about a fun- 
damental “misunderstand- 
ing” between the two sides. 

Mr Nazerbaev is said to 
want a strong relationship," 
with Washington, says one 
presidential adviser. “It 
should be the relationship of 
an ally” which can serve as 
a bulwark against Islamic 
fundamentalism and terror- 
ism in an unstable, strategic 
region. 

But the US rejects a Kaz- 
akh view that previous 
agreements over the removal 
of nuclear weapons from the 
area meant that the US had 
effectively extended a secu- 
rity umbrella over the coun- 
try. "They refuse to accept 
that the US has not provided 
any guarantees." says one 
senior diplomat. 

The issue is likely to be 
one of the main topics of dis- 
cussion when Mr Nazerbaev 
visits Washington later this 
year. But it is unclear how 
much leverage be will have 
in persuading the US to 
make its commitment to 
Kazakhstan more explicit. 
"We should have kept just 
one nuclear weapon" for 
exactly such as eventuality, 
■said Qna-PEeaidcpiial 
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mineral resources CORPORATION 

Mirounced it intends to spend US S2 million on 
BokoA^asiiycvdroye lease during 1997/1998. This 
drilling is geared to confirm economic ore reserves 
annapated to be in the range of 1.5 million ozs of 
Oode mid pnmaiy gold potential, sufficient to 
allow for an open pit output of 100,00 ozs per 
year. 

Mineral Resources Corporation 
Telephone: 416-860-0814 
Fax: 416-860-1868 
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Moving along the fast track T h e ne w monopoly 

Willie the sell-off tender for which was won by process,” says Mr Alexander gone more smoothly, “Same many agreed to reform its J 


While the sell-off 
has provided 
capital, the 
long-term effects 
remain unclear 

Kazakhstan is ramiwg to the 
end of one of the fastest pri- 
vatisation 'programmes in 
history. In less than three 
years, the Kazakh govern- 
ment has privatised 70 per 
cent or its economy, leaving 
only 400 enterprises of the 
6,000 in the plan. 

The pressure driving pri- 
vatisation was partly ideo- 
logical and partly financial, 
with a need to inject liquid- 
ity into the economy. "Priva- 
tisation revenues have con- 
sistently made up for the 
shortfall in tax collection 
over 1996 and the first part 
of 1997,” says a western 
economist in Almaty. 

Meanwhile, foreign inves- 
tors often took on the role 
played by banks in other 
countries, supplying the 
liquidity that a healthy 
banking system would have 
otherwise provided. 

The transition to a private 
economy has been far from 
seamless, however, and the 
process of privatisation has 
been criticised as opaque, 
with sale prices that were 
too low resulting in the sale 
of a large chunk of Kazakh- 
stan's enterprises to foreign 
companies that are virtually 
unknown. 

Mr Galymzhan Jaidonov, 
head of the watchdog Cam- 
mi ttee on Strategic 
Resources, cites the sale of 
the Chimkent refinery - the 


tender for which was won by 
UK-based Vltol - as an 
example. “There was a ten- 
der. There had to be at least 
two firms. In reality, this 
didn't happen, and only one 
firm- participated. From our 
point of view, this was not a 
tender,” says Mr Jaidonov. 

Nevertheless, the immedi- 
ate effects of privatisation on 
the Kazakh economy are 
impressive. In many cases, 
seemingly dead factories are 
now producing at capacity 
and paying their wages, pen- 
sions and taxes. on time. 

Worldwide steel 
exports 

Observers point to the pri- 
vatisation of tiie country's 
steel mill as an example. 
While UK-based Ispat was 
given' a good deal on AO 
Karmet - purchasing it 
without assuming any of the 
factory's $200m liabilities - 
the plant is now producing 
3m tonnes a year and export- 
ing all over the world. 

"Ispat-Karmet is intending 
to get $200m credit in west- 
ern markets without any 
guarantees from the govern- 
ment If it gets the credit, it 
will prove that we took the 
right step,” says Mr Umirzak 
Shukeev, Kazakhs tan’s econ- 
omy minister. Nevertheless, 
many of would-be investors 
have been disappointed by a 
privatisation process they 
see as insider-driven. 

One of the main problems 
is a lack of coherent legisla- 
tion. The law on privatisa- 
tion, for example, is only 
four pages long. "Yon need a 


process,” says Mr Alexander 
Lesser, a US lawyer who has 
worked on many Kazakh pri- 
vatisations. “There Is no 
way that a four-page docu- 
ment can handle every con- 
tingency that would arise.” 

Mr Lesser says, for exam- 
ple, that if a firm wins a 
tender, the winner must sign 
a contract with the govern- 
ment within 10 days - yet 
there is no explanation of 
what happens if this is not 
done. “You wind up in this 
grey period where the 
results of the tender can be 
overturned at any time and 
the deposit, which can be 
millions of dollars, is for- 
feited." says Mr Lesser. 

When Access Industries, a 
British Virgin Islands-based 
company, won a tender for 
two power stations in the 
Pavlodar region, the regional 
government instead signed a 
contract with CCL Oil, a 
rawipahy which did not par- 
ticipate in the tender. CCL 
Oil operates the region's oil 
refinery. 

British Virgin Islands- 
based Essex Industries, 
which won a tender for the 
Atyrau oil refinery in March, 
had it revoked in April when 
it was 'given to Kazak oil, the 
state oil company. Asea 
Brawn Boverl, the Swiss- 
Swedish ffpginpgHng group, 
won a tender to manage the 
country's electric grid in 
April, but the results were 
overturned in May. 

"Sometimes it can be more 
dangerous to win a tender 
than to lose,” says Mr 
Lesser. 

Kazakh authorities admit 
that the process could have 


gone more smoothly, “Some 
people say [the privatisation 
programme] was not trans- 
parent, but we were losing 
time, we had to decide 
quickly,” says Mr Shukeev. 

Mr Shukeev defends the 
low price of many of the 
enterprises that were sold. 
"The goal is not to sell at a 
high price in privatisation,” 
he says. “The main goal Is to 
find an effective owner of an 
enterprise.” 

But while privatisation 
h as provided Kazakh enter- 
prises with working capital 
and wages, the long-term 
implications of the strategy 
are harder justify. For for- 
eign companies, Kazakh 
assets represented a chance 
to vertically Integrate. But it 
is unclear how this will 
affect Kazakhstan in the 
future. 

Power equipment 
suppliers 

Before the results of their 
cancesslon for Kazakhstan's 
high-voltage grid were over- 
turned, representatives of 
power equipment manufac- 
turer ABB made clear that 
they wanted to use their 
partnership with German 
grid operator Veag to 
monopolise rtiw building of 
power stations in Kazakh- 
stan. 

The two companies had 
previously been accused of 
anti-competrtive practices by 
General Electric of the US 
when Veag awarded ABB 
the contract to build gener- 
ating equipment in Germany 
in 1995. As a result, Ger- 
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Partners with new goals 


A privatised oil 
company reforms 
a system shaped 
by the Soviet 
experience 

It is not only Kazakhstan's 
central government that is 
counting on energy revenues 
to underpin the economy in 
the next decade. Oil and nat- 
ural gas producing regions 
also find their futures inex- 
tricably linked to the success 
of the sector in general, and 
to specific partnerships 
between foreign ofl compa- 
nies and former Kazakh 
state organisations in partic- 
ular. 

One of the more ambitious 
attempts to integrate a for- 
eign operation with an exist- 
ing Kazakh entity is taking 
place in Kyzylorda, the envi- 
ronmentally hard-hit region 
that includes the rapidly 
receding Aral Sea. Last 
November, Hurricane Hydro- 
carbons, a small Calgary- 
based Canadian company, 
bought 89.5 per cent of Ynz- 
neftegaz, the local oil com- 
pany and the most impor- 
tant commercial entity in 
the region, accounting for 
about 80 per cent of eco- 
nomic activity and about 70 
per cent of government reve- 
nues. 

The merging of the two 
into a single company is not 
only a test of Kazakhstan's 
sometimes controversial pri- 
vatisation process. The way 
in which the restructuring is 
carried out will also affect 
the more than 5,500 Kazakh 
employees of the group. As 
the only large body of work- 
ers in the region who are 
paid regularly, they have a 
big influence on local busi- 
ness activity. 


Kyzylorda exhibits many 
of the same problems that 
have constrained the 
broader Kazakh economy 
since the end of commu- 
nism. The collapse of credit 
and the old Soviet trading 
patterns left many compa- 
nies without working capital 
and markets. 

Wage, tax and pension 
arrears have built up as 
debtors failed to pay for 
goods delivered. TO survive, 
companies have been forced 
to turn to bartering; the 
goods they acquired often 
being distributed to employ- 
ees in lieu of cash wages. 

It is this system that Hur- 
ricane hopes to break, 
through its influence on the 
region's economy. The size 
of the organisation we’ve 
acquired makes people listen 
to us," says Mr Patrick 
Hanna, the chief financial 
officer of Hurricane Kumkol, 
the Kazakh subsidiary. 

The phased payment of 
wage arrears and back pay- 
ments to creditors, combined 
with current purchases of 
goods and services. Is one of 
the biggest sources of cash 
injection into the regional 
economy. 

Given its size and Influ- 
ence, Hurricane sees its own 
corporate restructuring as 
part of the broader economic 
reforms in the area. It has 
two main concerns. The first 
is to focus the company on 
its core oil and gas produc- 
tion business without caus- 
ing widespread social dislo- 
cation through mass layoffs 
or quick disposals of periph- 
eral activities. 

In addition to the main oil 
production unit, the compa- 
ny's industrial activities 
include road building and 
construction. More periph- 
eral divisions indude large- 


scale farming, meat process- 
ing, dairying and retailing. It 
even owns the local profes- 
sional football team and a 
10,000 seat stadium. 

But Hurricane’s corporate 
restructuring is unlikely to 
succeed if the rigidities of 
the present economic system 
remain. Although it still 
takes part in dubious old- 
style economic arrange- 
ments, such as providing 
farms with fuel at sowing 
and harvesting time in 
exchange for vague promises 
of future payment. Hurri- 
cane is lobbying strongly for 
specific financial conces- 
sions from the government 
for doing so. In the case of 
the “farm futures” pro- 
gramme, it wants tax cred- 
its, even though such a con- 
cession will hit the local tax 
base. 

Hurricane also sees the 
transition of the region to a 
cash economy and the reha- 
bilitation of public faith in 
the banking system as 
important to its long-term 
goal of reducing the depen- 
dence of both its employees 
and the region on the com- 
pany. 

But shedding the cocoon of 
social benefits provided by 
Soviet-style corporations will 
not be easy. Many Hurricane 
employees were promised 
apartments before last year’s 
privatisation. The new man- 
agement has agreed to 
resume construction on 
some unfinished blocks, but 
Mr Hanna says that is not a 
lasting solution. “Our prefer- 
ence is to pay cash so they 
can take care of their own 
social affairs,” he says. 

But simply putting more 
cash into the economy is not 
enough if the local popula- 
tion remains distrustful of 
the banking system. Mr 


Hanna believes the first step 
to overcoming that distrust 
is to install an automatic 
teller machine in its Kyzy- 
lorda headquarters building. 

Although it is not forcing 
its employees to take part in 
the scheme, the company is 
hoping that the ability to 
draw cash at any time will 
prove attrac ti ve to its work- 
ers, just as it finds the pros- 
pect of ridding itself of 
time-consuming cash pay- 
ments commercially appeal- 
ing. But the success of the 
scheme is not just dependent 
on the local bank earning 
the trust of the Hurricane 
workforce. The company has 
also had to extract promises 
from the government that 
employee bank accounts will 
stay confidential, a move 
which is anathema to the 
traditionally activist tax 
authorities of the region. 

Mr Berdibek Saparbaev, 
the “Akim" or governor of 
the region, says he has been 
able to work through most 
problems with Hurricane. 
But one issue has marred 
the Canadian company's 
arrival in the remote region. 
The regional government 
played no part in the origi- 
nal privatisation, so the gov- 
ernment removed the 
requirement that Hurricane 
pay pension and tax debts to 
the regional government 

“The state forgave the pen- 
sion fund debts, but it hurt 
them badly,” admits Mr 
Hanna. He says the big 
weakness of the privatisa- 
tion was that the “money 
didn't flow to this area”. 

The test of the future rela- 
tionship between them will 
be whether the money from 
Increased production at the 
company's Kumkol field 
manages to make an impact 
in Kyzylorda. 
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many agreed to reform its 
procurement practices. 

“It is normal For equip- 
ment manufacturers in the 
power industry to take 
equity in projects in order to 
be the builders.” says an 
investment banker in New 
York. “But taking over the 
whole electric grid is a bit 
extreme.” 

On the upstream side of 
vertical integration strate- 
gies, three Russia-oriented 
industrial groups wound np 
with the EMbastus coal pits, 
which account for 70 per 
cent of Kazakhstan's coal 
production. These are the 
Japan Chrome, part of the 
Trans-World Group that con- 
trols one-third of Russian 
aluminium smelting, Access 
Industries, part of an indus- 
trial group that owns the 
Uralsk aluminium smelter 
and the Vladimir tractor fac- 
tory in Russia, and United 
Energy Systems, the R ussian 
electric utility. 

Trans-World Group, which 
dominates Russian alumin- 
ium, has - in addition to 
coal - managed to secure 
bauxite mines, an alumina 
refinery, ferrochrome plants, 
iron mines and a power sta- 
tion. “Trans-World is com- 
pletely integrated, from coal 
and ore to finishari al umin - 
ium." says a competitor in 
the Russian metals industry. 

Using a similar strategy. 
Korea's Samsung has been 
buying copper mines and 
smelters, with a view to sup- 
plying its electronics indus- 
try with raw materials. 

These vertical integration 
strategies may in the 
long-term have a harmful 
effect on the country’s 
finances. Collecting taxes 
from vertically integrated 
companies has always 
proved a headache for coun- 
tries in the past, as integra- 
tion usually involves trans- 
fer pricing in order to 
disguise profits made in the 
host country. 

“None of these companies 
is ever going to pay taxes,” 
says a western economist in 
Almaty. “This all looks great 
now,” says another western 
analyst. “But eventually, 
Kazakhstan will begin tO 

understand why everyone in 
the third-world nationalised 
in the 1970s.” 


A reinvented 
Soviet military 
industrial 
complex is 
taking shape 

In the 1980s, the Pavlodar 
alnmtnium refin ery In 
northern Kazakhstan 
produced 10 per cent of the 
Soviet Union's aluminium, 
which it sent it to the 
Bratsk smelter in Russia, 
where it was made into 
alumbnun for Russia’s set 
of factories which supplied 
the Red Army. 

But the collapse of the 
Soviet Union at the end of 
1981, combined with an 80 
per cent cot in Russia’s 
defence spending in 1S92 , 
pushed the industry into 
' crisis. 

The Soviet monopoly, 
which bad financed the 
smelters' purchases of raw 
materials, provided 
working capital and 
handled exports, 
disappeared at the end of 
1991. Suddenly, Bratsk 
couldn't pay Pavlodar . 
which couldn’t pay its own 
suppliers. Pavlodar 's 
o u tp u t fell by 60 per cent. 

“Basically, everything in 
the Soviet Union was part 
of the military industrial 
complex," says Mr David 
Reuben, president of the . 
London-based Trans-World 
Group, which has been 
trading Russian aluminum 
for 20 years. 

“With the collapse of the 
military complex - and 
therefore demand - all the 
plants were looking at 
elimination of their . 
traditional markets and 
insolvency.” 

Id 1995, the Trans-World 
Group purchased Pavlodar, 
providing finance so the 
factory could pay for inputs 
and wages. But while 
Trans-World had started 
out as a simple trading 
company, it by that time 

controlled one- third of 

Russian aluminum 
smelting, including the 
Bratsk and Sayansk 
. aluminam smelters. 
Pavlodsr’s aluminium 
began mice again to flow to 


Trans-World controlled 
smelter at Bratsk. 

Privatisation bag, for 
many industries like 
Pavlodar. simply cemented 
the old economic relations 
which existed under 
communism, where 
Kazakhstan's factories a*»d 
mines supplied Russia with 
cheap raw materials. 

Finance and markets in 
the fanner Soviet Union 
were only available to 
industrial groups such as 
Trans-World, who 
controlled not only the 
processing facilities, but 
the banks which now play 
the role of the old Soviet 
buying monopoly. 
Trans-World’s bank is 
Euras iabank, one of the 
most active foreign banks 
fa ffamWmtaw because it 
functions as a treasury for 
(he Trans-World assets. 

With large stakes in the 
Bratsk and Sayansk 
aluminum smelters, critics 
say Trans-World and other 
companies like It operating 
in K aw>fc bgtap are simply 
the reinvented Soviet 
military industrial complex 
in western corporate form. 

“Our large enterprises 
had their own 
peculiarities,” says Kazakh 
economy minister Mr 
Umirzak Shukeev. 

“They were company 
towns with big problems. 
They were parts of 
technological chains' 
which ended in Russia and 
the Ukraine which Is why 
these enterprises were of 
no particular interest for 
investors.” 

Trans- World has faced 
repeated accusations in 
Kazakhstan of underpairing 
for its interests in Kazakh 
assets "by a factor of about 
. 10”, said one western 
lawyer in Almaty. 

“It is absolutely not 
true,” says Mr Reuben. “We 
paid among the highest 
prices for onr investments 
following privatisation.” 
Trans-World had acquired 
the shares of the plants 
after privatisation and 
after the plants had been 
rejected by many potential 
buyers 

The company paid $20m 


for Pavlodar. phis an 
investment pledge of 
6128m, and took on 
undisclosed debts. 

Last year, Pavlodar 
produced lm tons of 
aluminium, worth 8280/ton 
on world markets. With 
revenues of perhaps 
$150m-$200m, profits in 
1996 may have exceeded 
the initial investment in 
purchasing the plant. 

Since 1994. Trans-World 
has bought up other 
Kazakh assets. In addition 
to Pavlodar, including 
bauxite mines, a 
ferrochrome plant, iron ewe 
mines, coal pits and a 2400 
megawatt power station. 

Kazak h officials argue 
that the goal of 
privatisation was more 
important than revenue. 

“Prom my point of view, 
the goal is not to sell at a 
high price in 
privatisation,” says Mr 
Shukeev. “The main goal is 
to find an effective owner 
of an enterprise, to wai» it 
work, pay wages and taxes 
and sell output on the 
world market.” 

Trans-World appears to 
pays wages and pensions 
on time, which makes them 
unique in an economy 
burdened by a crisis of 
payment arrears. Recently, 
it announced plans to build 
a Cibn aluminum smelter 
in Kazakh cten . built by US 
engineering company 
Bechtel, to partially replace 
Russian processing 
facilities at Bratsk. 

“Our intentions for 
Pavlodar to increase 
production and build an 
aluminum smelter is a bold 
one. It is probably the first 
greenfield project of this 
size in the CIS,” says Mr 
Reuben “rather than 
acquiring significant assets 
cheaply, we spent a great 
deal improving these assets 
to make them viable.” 

President Nursultan 
Nazarbaev applauded the 
decision. “Kazakhstan must 
achieve a high degree of 
processing of its resources 
and not just export raw 
materials,” be says. 

Charles Clover 


v WHO SHOULD AN INVESTOR WORK WITH: 

THE STATE INVESTMENT COMMITTEE 
OF THE REPUBLIC OF KAZAKHSTAN 

Legal basis of activities: Law of the Republic of Kazakhstan On State Support of Direct Investments, Decree by 
the President of the RK N. Nazarbayev On Establishment of the Republic of Kazakhstan (8 November 1 996). 

Main Functions 

The State Investment Committee is entrusted with the following functions: 

• Development of proposals for measures to implement state policies to attract and utilize direct Investments; 

• Participation in the development of investment programs and projects for priority sectors of the economy; 

• Study and assessment of investment programs and projects proposed for financing at the expense of direct 
investments and adaptation of measures to implement such programs and projects; 

• Development and submission to the Government of the Republic of Kazakhstan of proposals to amend 
legislation of the Republic of Kazakhstan in order to improve the investment climate in the country and to attract 

; and effectively utilize direct investments; 

•' Coordination of the activities of central and local executive bodies, diplomatic missions and economic entities of 
. the Republic of Kazakhstan in order to attract direct investments; 

• Overseeing the effective utilisation of direct investments. 

Authorities 

In order to fulfill the functions entrusted to it, the Committee is granted the following functions: 

• Within Its competence, to adopt normative legal acts, which are binding on ministries, state committees and 
■ other central and local executive bodies and organisations; 

• Through procedures established by law, to conduct negotiations and sign international treaties on investment 
cooperation and attraction of direct foreign investments; 

• To request and receive necessary information from central and local executive bodies; 

• To conduct assessments and participate In the development of draft decisions of the Government to the 
Republic of Kazakhstan and acts of central and local executive agencies related to stimulating direct 
investments; 

•' To grant investors state grants and tax and customs privileges; 

• To conduct negotiations, to determine the terms and procedures for signing and annulling investment contracts, 
to sign contracts, and to oversee their executive. 

Structure of the Committee 


Chairman 

Akhmetzhan Esimov 


Executive Director - Minister | 
Serzhan Kanapyanov 


Directorate N1 
Administration, Registration 
and Control 

Bakytbek Bfmanbetov 
7(3272)626290 


Directorate N2 


Directorate N3 

Research. Planning and 


Advertising and 

Information 


Coordination 

Viktor Sobolev 


Dulat Ktuuiyshev 

7(3272)622012 


7(3272)629113 


Directorate N4 
Project Evaluation 
and Negotiation 

Baurrzhan Almakov 
7(3272)626285 


Admin, and Fin. and Econ. 
Activity Department 


Econ. and Fin. Information 
Collection and Analysis 


Advertising and Exhibition 
Department 


Project Preparation 
Department 


Investment Control and 
Registration Department 


Priority Projects 
Formation Department 


Department of Coordination 
of Investment Policy with 
Ministries. Departments and 
Foreign Representations 


Negotiations and Contract- 
Signing Department 


77 Ablai Khan SL, Almaty 480091, Republic of Kazakhstan 
wwwJtazeconJkz 
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AQMCULTU BE • by Charles Clover 


A legacy of failed 
experimentation 


by not paying taxes on the 


CASE STUDY 




Independence but no power 



Problems beset 
the introduction 
of privatisation, 
forcing a rethink 
on policy 

In the 1960s. Kazakhstan 
became part of the Soviet 
Union's “Virgin Lands’* pro* 
gramme. Train loads of star- 
ry-eyed communist volun- 
teer were deposited in the 
middle of the steppe to form 
collective farms and halt the 
haemorrhage of Soviet hard 
currency spent on grain 
imports. But frequent 
droughts, a short growing 
season, and an unexpectedly 
rapid decline in fertility led 
to lie failure. 

The legacy of the experi- 
ment lives cm in Kazakhstan, 
however, where nearly half 
of the population are still 
connected to agriculture, 
and the support of Kazakh- 
stan’s formers is a crucial 
political goal. 

“Forty-four per cent of our 
population Uve in rural 
areas, and that’s why we 
have to conduct policies of 
protection, and also develop 
agricultural products and 
Special programmes with the 
help of state finance policy," 
says economy minister Ur 
Umirzak Shukeev. 

Far ming in Kazakhstan 
remains unprofitable, and 
most farms are burdened 
with debts which they can’t 
possibly repay. Last spring, 
the government outraged 
foreign oil companies by 
requiring them to provide 
free diesel fuel to farmers. 
The oil companies responded 


requisitioned fuel 

Making agriculture 
self-sustaining and profitable 
is a goal of the gagnfrh gov- 
ernment as well as many of 
the multi-lateral agencies. 

But while agricultural 
reform tends to focus on 
land reform and privatisa- 
tion as the cure to the eco- 
nomic ills of tiie sector, the 

main hinriran^ of pro- 
cess is that no one particu- 
larly wants the land because 
it is not profitable. “When 
my collective form was pri- 
vatised, everyone wanted the 
animals and the trucks," 
says one fanner, "No one 
wanted the land." 

Rather than making agri- 
culture private as a way to 
making it profitable, some 
experts are now convinced 
that agriculture must be 
profitable first and private 
second. As with most post- 
Soviet agriculture, the prob- 
lems are prices and the 
structure of production, not 
land reform. 

“Farmers don’t own stor- 
age so they are in a weak 
bargaining position after 
harvest." says Mr Steven 
Gross, a consultant with the 
ministry of agriculture. Stor- 
ing grain for six months 
costs 12 to is per cent, or 
three times the rate in the 
UK. "Silos charging these 
rates are practically empty 
most of the time," says Mr 
Gross. “You would expect a 
price war to fill them." 

Mr Grass is trying to start 
that price war. He heads 
" Agro-inf or m,” started 
jointly by the waaairh minis- 
try of agriculture and the 


European Union's Tads pro- 
gramme which publishes 
prices at mills and silos. 

According to Mr Gross, 
grain storage prices belie a 
broader problem. “Across 
the whole agricultural pro- 
cessing sector, plants are 
working at a factor of capac- 
ity and paying low prices 
and delaying payments for 
inputs fiom farmers." 

While it is too early to tell 
whether the information pro- 
gramme Is succeeding, even 
“perfect infor mation" in the 
jargon of economic theory 
may not be enough to 
increase returns to formers. 

“ft's hard to tell if the mill 
operators and silo owners 
collude," says Mr Gross. 
“Every mill would have 
reported to someone in this 
huildiiig," he adds, referring 
to the ministry of agricul- 
ture. “All of them go to the 
same conferences, they all 
know each other." 

If information foils to 
jump-start competition, the 
formers’ only option may be 
to “vertically integrate" into 
processing, just as western 
farmers use co-operatively 
owned processing facilities. 
It would, however, be expen- 
sive to initiate. 

The agriculture ministry is 
also hampered by a conflict 
of interest. "It is ging ia 
largest buyer of wheat in 
Kazakhstan," says Mr Gross. 

“The disconnection 
between agricultural produc- 
tion and processing is very 
characteristic of Soviet and 
post-Soviet agriculture,” 
says a Moscow-based expert. 
“That relationship still 
exists in the private sector." 


■ Farmers do not 
regret the demise 
of communism 
but they do miss 
electricity 

The horses moved quickly 
down a steep hillside in 
Kazakhstan’s Ala tan 
mountains, their hoof beats 
muffled by a thick carpet of 
blue g wffpbrms rraft 
flowering wild herbs. : 

' In their wake came Mr 
Nurlan Asgenov, a 
37-year-old former collective 
forma* and proud owner of 
the horses, an especially 
hardy cross between’ 

tr orifflftnfll Kmft p tynlag 

and a breed from the Biver 
Don region in Ukraine. 

"This new Hfe is . 
wonderful," he said, giving 
a thumbs up sign in 
response to a question about 
how he and bis extended 
family of parents, three 
brothers «nA their children 
have fared since the demise 

nf raifniDnniflyn. 

"Before we depended on 
the directors of the 
collective form and other 
bosses," he said. “We bad to 
kin cows and sheep 
whenever they came. Now 
I’m the owner of my life. No 
one orders me about" 

The lives of the Nurlan 
family revolve around the 
seasons. The adults live in 
the mountains year-round, 
but in the winter me 
children are sort to 
relatives in the valley for 
below to attend school. 

Autumn is the busiest 
httip to gen the sheep, cattle 
and horses that provide the 
bulk of the family's income. 


It Is also when they buy 
most of their staples for the 
year, such as flour, sugar 
and rice. “We generally 
have no money." says Mr 
Nurlan, but when necessary 
the family sells “milk, meat 
and potatoes. That's how we 
live.” 

When asked whether any 
big worries have marred his 
new life, Mr Nurlan could 

name ntily two: the ~Re1gi«ns 
and the wolves. Tractabei, 
the Belgian utility company 
which recently bought 

Kazakhstan’s first 
privatised regional 
electricity company, had cut 


off supplies to his remote 

famfty farmbnuae. 

“The Belgianasaywe 
didn’t pay,” complained 
Nurlan. “We want to pay, 
but we don't know how to 
pay or where to pay.” 

As for the wolves. Nurlan 
believes wars in other 
central Asian states are 
driving them out of their 
traditional habitats into 
the peaceful Alatau 
mfimtfaim; He «nrf his 
brothers killed 12 last 
winter “Oar shepherds cry 
in winter because the 
wolves kill the sheep." 

Wolves were also on the 


minds of two shepherds in a 
nearby yurt, the felt-covered 
structure which for 
centuries has been the 
standard accommodation for 
central Asian nomads. But 
so too were regrets that the 
safe, easy existence under 

wwnmnniian hail f n jp fl. 

The men still belonged to 
a collective farm located 200 
kilometres away and bad 
brought their herd to the - 
Alatau mountains to graze 
for tiie summer. Sitting on 
their haunches at the 
entrance to the yurt they 
admitted that their lives 
were different from 


Nurlan’s; they still bad a 
boss they repotted to at the 
collective form. And 
although the two men could 
understand Mr Nurlan's 
philosophy that “if you 
work hard your life is 
good,” it did not seem to be 
a fate they relished. “We 
haven't heard of any good 
reforms," they said. “There 
is nothing stable in our 
lives." The wife of one of the 
shepherds iras more blunt 
“We just want to return to 
the past when everyone had 
jobs and life was easy” 
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While others hesitate, 
we're already there. 
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Experience, resource, focus and enterprise : the hallmark of Cameron 
McKenna's CIS practice. Over 40 specialist professionals, backed up by the 
resources of Europe^ eighth largest law firm and a track record of advising 
foreign investors in Kazakstan since 1992, all go to make us a market leader. 

London: MAreHcxae, 160 ABenenaSnet London 6C1A4DQ 

Telephone +44 (Oil 71 3673000 Fox +44(0)171 3672000 

Almaty: 2nd Hoot 45 KhadtM+Aiiuna Street Ahnaty4a009ftftepuMe of Kaataan 

Telephone +7 3272 650049 650515 650680 tax +7 3275 81 151 8 

Moscow: MowntaftazaR 2*27 Sadovqye-5amooedin&yaSBeet Moscow 103051. Rush 

Telephone +7 SOI 258 5000 Fax +7 501 2585100 ' 

Ttehkenc 90 Acad. \^W*hkjov5seeL>Wcasaray!kjyDfcti1rt Tashkent 70003k Repubfc of U*eki^ 

Telephone +73712 406946 406947 556070 564C38 556727 fax +7 3712406185 


Marco polo did not hesitate when he set outfox these* road, opening thetrade routes to the riches ofcentralasia. 
That KIND OF PIONEERING ^OUTDROVE ABN AMRO BANK TO BE THE FIRST TO START FULL BANKING OPERATIONS IN KAZAKSTAN and 
UZBEKISTAN L OUR EXPERIENCE IN THIS DYNAMIC AND COMPLEX REGION GIVES USA UNIQUE INSIGHT INTO THESE MARKETS, PAVING THE 
ROAD FOR OTHER EXPLORERS TWITS WHY WE'RE DOING BUSINESS IN CENTRAL ASIA UKETTS NEVER BEEN DONE BEFORE. 

ABN-AMR0 'TheNetwoik Bank' 

FOR MORE INFORMATION PLEAS CONTACT: OLE WULPF, REGIONAL OfFJCE CENTRAL A EA57BW EUROPE » AMSTERDAM, (32-20) 62S6B42, FAX (31-20) 6280273-, e-mail 
REGOFCEBOeamneuil.- MjCfflEL D£ BRUHN H KAZAKSTAN, TEL (7-3272) 507300) HUGO MNDQtHOUD Bi UZBEKISTAN, TEL (7-3712) 320076. OTHCTS B> 70 COUmUES 
WORLDWIDE. OJ CENTRAL ft EASTERN EUROPE: ALMATY. BRNO, BUCHAREST, BUDAPEST, GRAZ, MOSCOW, PRAGUE, SOHA, St. PETERSBURG, TASHKENT, VIENNA, WARSAW. 








